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1977, including the zero bracket amount and the new jobs credit, as 
well as provisions effective for Tax Year 1977 that were specified by 
the Tax Reform Act of 1976. 
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Department of the Treasury Internal Revenue Service 


Contents 


Guide to Basic Tables, iv 
Introduction, v 
Requirements for Filing, v 
Changes in Law, vi 


Section 1 
Returns Filed and Sources of 
Income, 1 


Section 2 
Deductions and Exemptions, 47 


Section 3 
Tax Computation and Tax Rates, 69 


Section 4 
Taxpayers Age 65 or Over; Credit 
for the Elderly, 135 


Section 5 
State Data, 151 


Section 6 
Explanation of Terms, 193 


Section 7 

Sources of the Data, Description 
of the Sample and Limitations of 
the Data, 211 


Section & 
1977 Forms and Instructions, 225 


Section 9 
Index, 279 


Guide to 
Basic Tables 


Section 1 
Returns Filed and Sources of Income 


Cumulated income and taxes (table 
Wow 7 

All returns by marital status 
(tables 1.2, 1.3), 10, 16 

Sources of income (table 1.4), 17 
Joint returns (table 1.5), 26 
Returns by size of income under 
alternative concepts (table 1.6), 34 
Nontaxable returns (table 1.7), 40 
Returns with and without 
presidential election campaign 
fund checkoff (table 1.8), 41 

Form 1040A returns (tables 1.9, 
1.10), 42, 43 


Section 2 
Deductions and Exemptions 


Itemized deductions: 
By type (table 2.1), 51 
Sources of income by marital 
status (table 2.2), 52 
Taxes paid deduction (table 
2.3), 53 
Contributions deduction 
(table 2.4), 54 
Medical and dental expense 
deduction (table 2.5), 55 
Total miscellaneous 
deductions (table 2.6), 58 
Interest paid deduction 
(table 2.7), 59 
Investment interest expense 
(table 2.8), 60 
Exemptions by type (table 2.9), 63 
Exemptions by marital status 
(table 2.10), 68 


Section 3 
Tax Computation and Tax Rates 


Type of tax computation (table 
3-1), 81 
Maximum tax on personal service 
income (table 3.2), g5 
Sales of capital assets (table 
3.3), 86 
Tax generated by rate (tables 3.4, 
35) 5) (Gels 3 
By marital status (tables 
3.653579 Sa85 See Os OOS 
103, 108 
Total income tax (tables 3.10, 
3. LIRe SUT 
Income tax before credits (table 
3, 12) t6 
Earned income credit (table 3.13), | 
Child care expenses (table 3.14), lift 
Additional tax for tax preferences 
(table 3.15), 120 
Taxpayments (table 3.16), 123 
Tax due (table 3.17, 3.20), 127, 13 
Tax overpayment (tables 3.18, 
3.19) l2seul23 


Section 4 
Taxpayers Age 65 or Over; Credit 
for the Elderly 


Sources of income (table 4.1), 139 
Itemized deductions (table 4.2), 140 
Credit for the elderly (table 4.3), 

145 


Section 5 
State Data 


Sources of income (table 5.1), 153 
Zero bracket amount and itemized 
deductions (table 5.2), 156 

Income tax before credits (table 
Bee 5 LES) 

Exemptions by type (table 5.4), 162 
By size of adjusted gross income 
(table 5.5), 165 


troduction 


The data presented in this 
sport are estimates based on a 
ratified sample of individual 
ome tax returns, selected 
efore audit, and represent 
overage of the 86.6 million Forms 
040 and 1040A filed by the 
ation's taxpayers for Income 
ear 1977. Coverage of returns 
elow the income levels described 
der "Requirements for Filing" 
as generally limited to persons 
ling for a refund of income tax 
ithheld or for self-employment 
ax purposes. In addition, the 
earned income credit," which was 
ontinued for 1977 by the Tax 
eform Act of 1976, made it bene- 
cial for certain low-income 
ersons to file returns, even if 
ney had no other reason to file. 
The Internal Revenue Code of 
54, as amended, provided the 
egal basis for tax activity 
etailed in this report. 
evisions to the Internal Revenue 
ode which affected the comparabi- 
ity of some of the data in this 
>port with data presented for 
evious years are described under 
hanges in Law." 


Requirements 
for Filing 


The principal criterion which 
determined whether an individual 
had to file a return was the size 
of gross income (all income 
received in the form of money, 
property, and services, that was 
not, by law, expressly exempt from 
tax), specified according to the 
individual's marital status 
(defined in section 6, Explanation 
of Terms). For 1977, a return had 
to be filed by: 

(1) a single person (other 
than a surviving spouse) under age 
65 with gross income of at least 
$2,950 (as compared to a $2,450 
filing requirement for 1976); 

(2) a single person (other 
than a surviving spouse) age 65 or 
over with gross income of at least 
$3,700 ($3,200 for 1976); 

(3) a surviving spouse under 
age 65 with gross income of at 
least $3,950 ($2,850 for 1976); 

(4) a surviving spouse age 65 
or over with gross income of at 
least $4,700 ($3,600 for 1976); 

(5) a married couple, filing 
a joint return, with both spouses 
under age 65 and with a combined 
gross income of at least $4,700 
($3,600 for 1976); 

(6) a married couple with one 
spouse age 65 or over and with a 
combined gross income of at least 
$5,450 ($4,350 for 1976); 

(7) a married couple with 
both spouses age 65 or over and 
with a combined gross income of at 
least $6,200 ($5,100 for 1976); 

(8) a married person, 
regardless of age, whose spouse 


was filing a separate return 
(e.g., to obtain a refund of 
income tax withheld), if that 
married person had a gross income 
of $750 or more (no change from 
1976). 

In addition, children claimed 
as dependents on their parents’ 
returns had to file if they had 
"unearned income" (such as 
dividends, interest, or capital 
gains) of $750 or more. Self- 
employed persons also had to file 
if they had "self-employment 
income" of $400 or more in order 
to pay self-employment tax. 
Finally, some taxpayers filed 
returns, even though they did not 
meet the filing requirements, 
either to obtain reimbursement of 
income tax withheld or to claim 
the earned income credit. 

Most taxpayers had to file 
tax returns within 3-1/2 months 
after the close of their 
accounting periods. Since the 
accounting period used by nearly 
all individuals was Calendar Year 
1977, this meant that returns were 
due by April 15, 1978. However, 
each taxpayer could be granted, 
upon request, one automatic 
2-month extension of time to file 
if he or she paid any estimated 
tax due by the original due date, 
by which time the request for an 
extension had to be made. In 
addition, U.S. citizens residing 
or traveling outside the United 
States and Puerto Rico were 
automatically granted (without 
requesting) the 2-month extension. 


Changes in Law 


There were two major revisions 
to the Internal Revenue Code which 
affected the comparability of the 
data presented in this report with 
those presented for previous years, 
the Tax Reform Act of 1976 and the 
Tax Reduction and Simplification 
Act of 1977. Both of these laws 
had provisions which affected Tax 
Year 1976; however, the major 
provisions of the 1977 Act and 
several provisions of the 1976 Act 
became effective for Tax Year 1977. 

The Tax Reduction and Simpli- 
fication Act of 1977, which man- 
dated the filing requirements 
detailed above, also initiated the 
following tax law changes: 

(1) the establishment of the 
"zero bracket amount," a single 
deduction amount, based on marital 
status, which replaced the former 
two-part standard deduction (i.e., 
the minimum low-income allowance 
and the percentage standard deduc- 
tion); this zero bracket amount 
was applicable to all taxpayers, 
including those who itemized their 
deductions; 

(2) the revision of the tax 
rate schedules and tax tables to 
take account of the new zero tax 
bracket and "zero bracket amount"; 

(3) the establishment of a new 
income concept, "tax table income," 
as well as a change in the defini- 
tion of "taxable income" to include 
the "zero bracket amount"; both of 
these income concepts were used as 
the basis for determining income 
tax, with the taxpayer's marital 
status, size of income, and number 
of exemptions determining which 
one was applicable; and, 

(4) the introduction of a 
"new jobs" credit, used to reduce 
income tax, based on the wages 
paid to new employees hired by 
businesses. 

The following provisions of 
the Tax Reform Act of 1976 also 
became effective for Tax.Year 1977: 

(1) the extension of the 
earned income credit (which was 
to have expired June 30, 1976) 
through taxable years ending 
before January 1, 1978; 

(2) the revision of the 
"maximum tax" computation to apply 
to pensions and annuities, in addi- 
tion to other earned income, and 


vi 


to eliminate the $30,000 tax 
preferences exemption as well as 
the optional averaging of tax 
preferences for purposes of the 
computation of the net income 
subject to the maximum tax; 

(3) the change in the 
treatment of alimony payments, 
from an itemized deduction (and a 
deduction from adjusted gross 
income) to a statutory adjustment 
(and a deduction from gross 
income); 

(4) the liberalization of the 
requirements for the moving expense 
deduction (used in arriving at 
adjusted gross income), by decreas- 
ing the number of miles necessary 
to qualify and increasing the 
maximum amounts deductible; 

(5) the extension for 4 years 
of the 10 percent rate on quali- 
fied investment for purposes of 
the investment tax credit; 

(6) the increase in the 
amount of net capital loss (from 
$1,000 to $2,000) which could be 
used to offset ordinary income in 
any one year; 

(7) the change in the holding 
period (from 6 to 9 months) neces- 
sary for a capital asset to qualify 
as "long-term"; 

(8) the increase in the base 
amount (from $20,000 to $35,000) 
excluded from the taxable gain on 
the sale of a principal residence 
by a taxpayer age 65 or over; 

(9) the authorization of an 
individual retirement arrangement 
(IRA) for a nonworking spouse, the 
contributions to which were 
allowed as a statutory adjustment 
to gross income; and 

(10) the liberalization of 
the rules pertaining to the work 
incentive (WIN) program credit. 

In addition to the law changes 
cited above, the Tax Reform Act of 
1976 contained the following 
provisions which were later 
amended or revised by the Tax 
Reduction and Simplification Act 
of 1977. These included: 

(1) the extension of the 
general tax credit through 
December 31, 1977; the computation 
of this credit was modified for 
1977 by the Tax Reduction and 
Simplification Act to allow the 
exemptions for age and blindness 


to be used in computing the 
personal exemption portion of the 
credit and to require married 
persons filing separate returns to 
use only this method (instead of 
using the larger of the personal 
exemption credit or the taxable 
income credit) to arrive at the 
general tax credit; 

(2) the institution, as of 
January 2, 1977, of withholding 
on certain gambling winnings, 
generally on winnings of more than 
$1,000; the Tax Reduction and 
Simplification Act of 1977 
modified this rule by requiring 
withholding on amounts in excess 
of $1,000 from parimutuel pooks 
involving horse and dog races and 
jai alai where the odds were at 
least 300 to 1, effective for 


payments made after April 30, 1977; 


(3) the replacement, for 
taxpayers age 65 or over, of the 
retirement income credit with a 
new, generally more liberal, 
"credit for the elderly," although 
there were provisions for reducing 
or eliminating the credit for tax- 
payers with higher incomes; the 
1977 Act postponed the effective 
date of this provision from 1976 
to 1977; and 

(4) the abolition of the sick 
pay exclusion, and the introduc- 
tion of a much more restrictive 
"disability income exclusion" which 
was applicable only to persons 
under age 65 who were totally and 
permanently disabled and which 
could be reduced or eliminated for 
taxpayers with higher incomes; the 
1977 Act also postponed the effec- 
tive date of this provision from 
1976 to 1977. 

In addition to the above 
provisions, the Tax Reform Act of 
1976 revised the method of 
taxation used by individuals with 
income earned abroad by decreasing 
the amount of earned income which 
could be exempted from taxation 
and by applying higher tax rates 
to the remaining (non-exempt) 
income. This provision was 
postponed for one year by the Tax 
Reduction and Simplification Act 
of 1977 and later postponed for 
one more year, as well as revised, 
by the Foreign Earned Income Act 
of 1978. Because the Foreign 


Changes in Law 


ed Income Act of 1978 was not 
ted until November 8, 1978,- 
because amended return data 
not normally used for purposes 
this report, no attempt was 
le to reflect the changes 
tituted by the 1978 Act. 
refore, the data for income 
med abroad reflect primarily 
provisions specified by the 
Reform Act of 1976 as 
tponed by the Tax Reduction and 
lification Act of 1977. See 
o section 1, Returns Filed and 
rees of Income, and section 3, 
Computation and Tax Rates. 
A description of each of the 
items is given in section 6, 
lanation of Terms, while 
ther information and the data 
all affected items are shown 
sections 1 through 4. 
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lection 1 Returns Filed 
and Sources 
of Income 


ntents 1F Returns with disability 1.4 All returns: sources of 
income payments: computation income and adjustments by 
t 2 
 cdsucthence to gross of disability income size of adjusted gross income, 17 
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jable 1A.—Sources of Income and Selected Tax Items, 1976 and 1977 
i are estimates based on samples—money amounts are in thousands of dollars] 


—2,951,525 
1,631,187 


—863,995 

213,927 
—107,757 
5,476,551 


904,602 
17,672,712 
322,642 
17,995,354 
234,894 
18,275,302 


, ‘Comprises income from pensions and annuities in adjusted gross income, gains and losses from sales of property other than capital assets, State income tax refunds, alimony, and other income or loss. 
| “includes zero bracket amount. 
_ NOTE: Detail may not add to total because of rounding. 


2 Individual Returns/1977 e 


Introduction 


The information presented 
in this section covers primarily 
the number of returns filed for 
Income Year 1977 and the sources 
of income, including the statutory 
adjustments to gross income, 
reported on these returns. The 
major classifications of these 
returns are size of adjusted gross 
income, marital status, and taxa- 
bility or nontaxability of the 
return. Characteristics, such as 
sources of income and selected tax 
items, of the returns filed for 
1977 compared to 1976 are summa- 
rized in table 1A. Table 1B 
compares the changes from 1976 to 
1977 in the number of returns 
filed by marital status and size 
of adjusted gross income. Chart 
1A shows the changes in the number 
of returns filed by size of ad- 
justed gross income for 1967, 
1972, and 1977. A 9-year summary 
of nontaxable returns as a propor- 
tion of all returns by size of 
adjusted gross income is presented 
in table 1C. 

Topics of special interest for 
which data are presented are 
nontaxable returns, high-income 
returns, returns of taxpayers 
filing Form 1040A, returns with a 
"yes" answer to the presidential 
election campaign fund checkoff 
questions, returns with disability 


income payments, and returns with 
payments to an individual 
retirement arrangement (IRA). 


Statutory Adjustments to Gross 


Income 


Adjustments to gross income 
included expenses incurred by 
business men and women or by 
farmers in the course of running 
a business, as well as certain 
expenses of employees such as 
moving or travel expenses. 

Sole proprietorship expenses were 
reported on Schedules C and F (or, 
in the case of partnerships or 
Small Business Corporations, on 
the appropriate forms filled in by 
these entities) and are detailed 
in the reports Statistics of 
Income--Business Income Tax 
Returns and Statistics of Income-- 
Corporation Income Tax Returns. 
Statutory adjustments were 
reported on Form 1040 and consisted 
of the disability income exclusion, 
Payments to an IRA, payments to a 
self-employed retirement plan, 
employee business expenses, moving 
expenses, forfeited interest 
penalty, and, beginning with 1977, 
alimony paid. Data on all of these 
items are presented in table 1.4. 
The Tax Reform Act of 1976 
stipulated that, beginning with 
1977, alimony payments were to be 
taken as an adjustment to gross 


Table 1B.—Number of Returns by Marital Status and Size of Adjusted Gross Income 
[All figures are estimates based on samples] 


‘Includes returns with no adjusted gross income. 
NOTE: Detail may not add to total because of rounding. 


Size of adjusted gross income and marital status 


Returns Filed and Sources of Income 


income (to arrive at adjusted 
gross income) rather than as an 
itemized deduction from adjusted 
gross income (to arrive at taxable) 
income). In addition, the 1976 
Act liberalized the requirements 
for the moving expense deduction 
for 1977 by decreasing, from 50 to 
35, the number of miles necessary 
to qualify and by increasing the 
maximum amounts deductible. (See 
section 6, Explanation of Terms, ~ 
for a further description of the 
changes in the moving expense 
deduction.) Tax law changes 
affecting the disability income 
exclusion and the adjustment for 
Payments to an IRA are discussed 
separately below. 


Payments to an Individual 


Retirement Account (IRA) 


Individual retirement 
accounts (IRA's) were provided for | 
by the Employee Retirement Income 
Security Act of 1974 (ERISA) to 
allow employees not covered by 
qualified pension or retirement 
plans to set up their own plans. 
In addition, self-employed persons’ 
not covered by a self-employed 
retirement, or Keogh, plan could 
also set up an IRA in order to 
avail themselves of the benefit of’ 
a retirement plan without having 
to provide coverage for their 
employees and abide by the other 


7,328 
764,181 
207,762 
343,396 


—22,052 
118,713 
—4, 


Chart 1A. 


ovisions of Keogh plans. For 
years beginning with 1975, 
gible individuals were allowed 
contribute to such plans the 
ser of $1,500 or 15 percent of 
eir “earned income," and they 
ld deduct their contributions 
m gross income to arrive at 
usted gross income. 

h The Tax Reform Act of 1976 
ndated that, for tax years 
ginning after 1976, an indi- 
dual could also set up an 

count for a nonworking spouse. 
total deduction from gross 
ficome in this instance was 

mited to the smallest of (1) 
,750, (2) 15 percent of the 
king spouse's earned income, or 
) twice the smaller amount 
tributed to either spouse's 
, thus making it advantageous 
contribute the same amount to 
hh IRA. 

Table 1E presents information 
the various types of individual 
irement accounts classified by 
ze of adjusted gross income. A 
aphic display of the percent of 
dividuals covered under each type 
individual retirement account 
shown in chart 1B. It should 
noted that the statistics 


Number of returns filed by size of adjusted gross 
income 1967, 1972,and 1977 


in this report reflect only the 
number of returns with a deduc- 
tion for an IRA contribution, 
rather than the number of 
accounts, for Tax Year 1977. 
Additional information on all 
accounts in existence in 1976, 
whether or not contributions were 
made to these accounts, are 
available in the Supplemental 
Report, Statistics of Income-- 
1976, Individuak Retinement 
Arrangements. 


Disability Income Exclusion 


For Tax Years 1975 and 
earlier, employees were allowed 
to exclude from salaries and wages 
up to $5,200 (not to exceed $100 
per week) for periods of absence 
due to injury or sickness. The 
Tax Reform Act of 1976 abolished 
this "sick pay" exclusion and, 
instead, provided for a much more 
restrictive "disability income" 
exclusion, available only to 
persons under age 65 who were 
totally and permanently disabled. 
This disability income exclusion 
was further restricted by a phase- 
out provision for taxpayers whose 
adjusted gross income (before sub- 
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tracting this exclusion) exceeded 
$15,000, and was eliminated en- 
tirely for taxpayers whose incomes 
exceeded $20,200 ($25,400 in the 
case of married couples where both 
spouses were eligible for the 
exclusion). 

This provision of the Tax 
Reform Act of 1976 was later post- 
poned for one year by the Tax 
Reduction and Simplification Act 
of 1977. However, since the 
latter was enacted after April 15, 
1977, the filing deadline for most 
1976 returns, taxpayers who wished 
to compute their tax liability 
using the more liberal provisions 
of the former sick pay exclusion 
had to file amended returns in 
order to obtain a tax refund. 

The data for Tax Year 1977, 
therefore, represent the first 
statistics tabulated for the 
"disability income exclusion" 
where all taxpayers used the same 
method for computing the exclusion. 
Statistics detailing the computa- 
tion of the disability income 
exclusion are presented in table 
1F. 


Income Earned Abroad 


The Tax Reform Act of 1976 
contained a provision designed to 
increase the taxes paid by persons 
living and working abroad. 
Previously, these taxpayers had 
been able to exempt from taxation 
the first $20,000 or $25,000 
(depending on the amount of time 
spent abroad) of "earned income." 
(For the definition of "earned 
income," 4ee "Income Earned 
Abroad" in section 6, Explanation 
of Terms.) Under the 1976 Act, 
this exemption amount was 
decreased to $15,000 ($20,000 for 
employees of charitable organi- 
zations) and, in addition, the 
method of computing the tax on the 
remaining income was changed, 
primarily by applying higher tax 
rates to it. This provision was 
later postponed until Tax Year 
1977 by the Tax Reduction and 
Simplification Act of 1977 and 
further postponed, as well as 
revised, by the Foreign Earned 
Income Act of 1978. Even though 
the rules introduced by the 1976 
Act were actually no longer in 
effect as a result of the later 
legislation, no attempt was made 
to obtain data from amended 
returns because of processing 
difficulties and timeliness. 
Therefore, the data shown in this 
report reflect only the rules in 
effect when the returns were 
originally filed. (Further 
details on the computation of tax 
on these returns are shown in 
section 3, Tax Computation and Tax 
Rates, of this report.) 
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Chart 1B 


Returns with payments to an individual 
retirement account 


High-Income Returns, Taxable and 
Nontaxable 


The Tax Reform Act of 1976 
mandated the annual publication of 
"information on the amount of tax 
paid by individual taxpayers with 
high total incomes," as well as 
"the number of such individuals... 
who owe no Federal income tax." 
The law specified that, in addition 
to adjusted gross income, three 
additional income concepts were to 
be used as classifiers: adjusted 
gross income plus excluded tax 
preferences; adjusted gross income 
less investment interest; and 
"expanded income," which was 
arrived at by both adding tax 
preferences to and subtracting 
investment interest from adjusted 
gross income. 

Neither tax preferences nor 
investment interest were available 
in a pure form from the tax return. 
In the case of excluded tax 
preferences (amounts of income or 
deductions afforded special tax 
treatment) only two were available 
for all taxpayers: the dividend 
exclusion of up to $100 per 
taxpayer receiving qualified 
dividends and the capital gains 


exclusion, equal to one-half of 
the excess of net long-term 
capital gains over net short- 

term capital losses. If the sum 
of the excluded capital gains plus 
other tax preferences (which were 
subject to the additional tax for 
tax preferences, i.e., the "minimum 
tax") exceeded $10,000 ($5,000 in 
the case of married persons filing 
separate returns), the taxpayer 
was required to file a Form 4625 
to compute the additional tax. 

For such taxpayers, the "tax 
preferences excluded from adjusted 
gross income," as tabulated in 
table 1.6, also included the 
following items from Form 4625: 
the excess of accelerated 
depreciation on certain real 
property and property subject to a 
lease over depreciation computed 
under the straight-line method; 
the excess of rapid amortization 
allowable on certain capital 
expenditures (such as pollution 
control facilities) over the 
normal depreciation deduction 
otherwise allowable; the excess of 
percentage depletion over the 
"adjusted basis" of the property; 
unrealized gain on the exercise of 
stock options; amounts set aside 


as bad debt reserves by financial | 
institutions in excess of the 
amounts needed on the basis of 
actual past experience; and 
intangible drilling costs to the 
extent that any amount deducted ag 
a current expense exceeded the 
amount that could have been 
charged to capital and deducted 
over the applicable number of 
years. " 

One tax preference item from 
Form 4625 that was not included 
was the itemized deduction tax 
preference. In contrast to the 
other items on Form 4625, the 
itemized deduction tax preference 
was not excluded or deducted in 
arriving at adjusted gross income, 
but rather was a deduction from 
adjusted gross income in arriving | 
at taxable income. Therefore, it 
did not qualify as a "tax pre- 
ference excluded from adjusted 
gross income" for purposes of this? 
report and was thus not applic- 
able to any of the three income 
concepts. 

The purpose of adding tax 
preferences to adjusted gross 
income was to obtain a measure of 
total income which gave various 
sources of income more nearly 
equal treatment, i.e., to include | 
the full amount of each type of 
income, before any of the exclu- 
sions or deductions allowed under §, 
the Internal Revenue Code. 
Similarly, the purpose of sub- 
tracting investment interest was 
to obtain a more nearly equal 
treatment of various types of 
expenses. In making out their tay 
returns, taxpayers who borrowed 
money for investment purposes 
included the gross income from 
-hose investments in their 
adjusted gross incomes and 
deducted the interest on the 
borrowed money as part of their 
itemized deductions. This was in 
contrast to the tax treatment of 
business and farm taxpayers, who 
deducted their business expenses 
from their business receipts and 
included only the net amount in 
their adjusted gross incomes. In 
other words, the purpose of sub- 
tracting investment interest from | 
adjusted gross income was to have 
an income concept that included 
the "net" amount of investment 
income (income less allocable f 
expenses), just as it included the 
"net" amount of business or farm | 
income. 

Since most taxpayers were not|) 
required to identify on their 
returns all of the interest on 
amounts borrowed strictly for 
investment purposes, it was neces-4 
sary to approximate an amount of 
"investment interest" for the 
statistics. The method used was 
to consider all interest deducted 
other than the amount reported on 


=_—— 
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1C.—All Returns and Nontaxable Returns by Size of Adjusted Gross Income, 1969—1977 


are estimates based on samples} 


Size of adjusted gross income 


8 


8 8888: 


cee 


Fae | returns 
tones rs J 


23,935,751 
19,892,956 
14,551,350 
11,197,191 


| Nontaxable retums —_| Pee | returns 


(a) size classes for which data were deleted because of the small number of sample returns on which they were based and (b) combined frequencies or amounts that include the data thus deleted from another size class. 


Detail may not add to total because of rounding. 


separate "home mortgage in- 
st" line as being potential 
stment interest. However, the 
nt tabulated for purposes of 
e 1.6 as investment interest 
mse was limited so as not to 
ed the amount of investment 


me (interest received, divi- 


$8, and capital gains) included 


Bhe taxpayer's total income, as 


¥ 


ribed below. 

Since four different income 
epts were used for table 1.6, 
since these concepts contain 
ering amounts of investment 
me, the investment interest 
mse was limited depending on 


income concept being tabulated. 


» for those income concepts 

in did not include tax prefer- 
s (adjusted gross income and 
sted gross income less invest- 


ment interest), dividends after 
exclusion and one-half of the 
excess of net long-term capital 
gains over short-term capital 
losses were used as the basis for 
computing investment interest 
expenses. However, for those 
income concepts which included tax 
preferences (adjusted gross income 
plus excluded tax preferences and 
expanded income), dividends before 
exclusion and the full amount of 
net long-term capital gains were 
used. A step-by-step description 
of this computation is shown under 
"Investment Interest" in section 
6, Explanation of Terms. 

Table 1D shows the shifts in 
income class that resulted from 
adding tax preferences to adjusted 
gross income, from subtracting 
investment interest, and from 


making both adjustments. Depending 
on which income concept is used, 
the number of "high-income nontax- 
ables" (returns with total income 
of $200,000 or more and no "total 
income tax") varied from 52 (based 
on adjusted gross income minus 
investment interest) to 95 (based 
on adjusted gross income plus 
excluded tax preferences). 

In addition to the data 
presented in this report, a 
detailed analysis, based on all 
1977 tax returns in the Statistics 
0% Income sample, showing the 
reasons for nontaxability and 
"near" nontaxability will be 
available later this year from 
the Office of Tax Analysis, U.S. 
Department of the Treasury, 
Washington, DC 20220. 
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Table 1D.—Number of Nontaxable Returns, Classified by Size of Income Under Alternative Concepts 
[All figures are estimates based on samples] 


Size of adjusted gross income 


Size of income under 
alternative concepts 


$50,000 under $100,000 ............... 
$100,000 under $200,000 ...... : 
$200,000 or more ......... ‘ 


Size of Adjusted Gross Income 
Plus Excluded Tax Preferences 


Under SSO O00 ie Sosea ret focus vate Pentouendercscuseatuteearme teat ene 
$50,000 under $100,000 as 
$100,000 under $200,000 Bs 
S200 O00 Torimoreayeatess-\<costen stent wcecceseseciercses npcOs-c0 


Size of Adjusted Gross Income 
Less Investment Interest 


Ba? 
See SSS t= = 


UNeTESSO DOU irene caactecnenas wasn sNcanincacecen taal dashass seseteees "3 
$50,000 under $100,000 . 7 

$100,000 under $200,000 : sith 
PCE) OPT CW AB ooten aapenpeeena PecraeeRepsne cee pee Een cc 52 


*“Identifies (a) size classes for which data were deleted because of the small number of sample returns on which they were based and (b) combined frequencies or amounts that include the data thus deleted from another size class. 
NOTE: Detail may not add to total because of rounding. 


Table 1E.—Returns With Payments to an Individual Retirement Account: Number of Returns and Number of Covered Individuals, 
by Type of Plan and Size of Adjusted Gross Income 


[All figures are estimates based on samples—money amounts are in thousands of dollars} 


Number 
of 
retums 


Size of adjusted gross income 


1 
ss 
a! 
fn 
pp 
All Returns With Payments to An ple 
Individual Retirement Account t 
Total ........ 13,142,697) fein 
Under $5,000 .... —37,510) fry 
$5,000 under $10,000 ... 373,790 r 
$10,000 under $15,000 .. 729,253 . 
$15,000 under $20,000 .. : 1,079,142 
S20000 rorimoreiesciss as acctacbccguderes cas one mime ec hemes 998,030) Fully 
Returns with employee plans only , 
Totals cseveteceashcens cost cavdeseeecavscucaredemt messes 1,270,089) ff 
Under!$5,000) . cesccsmnccunasadus nv cssvacenssnceencens —59,423) 
$5,000 under $10,000 ..... —49,736") 
$10,000 under $15,000 ... 16,546 | 
$15,000 under $20,000 .. ei 88,019) 
$20,000 Or MONO I ie ase tacansaccccenl. 4 canis cttaun sr ansncdeeeues cece 1,274,683 
Returns with employee plans and 
spousal arrai 
Ota (cn aecawcacaxcuesvethtacarateivesssssrscnsenvertinecsecasee 85,404» 
Under $5,000 ......... =O “11,213 | 
$5,000 under $10,000 ............ — 
$10,000 under $15,000 ....... *—17,888 
$15,000 under $20,000 ... cape “3,491 
$20,000 or more nesaccaascene.ss 111,013 
Returns with self-employed plans only 
WOtal) s.castectron.sccerecscctecectecsecdamatedcrccitetocceses 9,892,061 
Under: $5000", <<. tees accsravteeee 36,129 
$5,000 under $10,000 .......... 414,401 
$10,000 under $15,000 .. ae 701,220 
$15,000 under $20,000 .................005 898,864 | 
$20,000 or more ............. p 7,841,448 
Returns with self-employed plans 
and spousal arrangements fe 
Otel Fon sentensasecuastnsust seecuencardccesccrascerccraassttcene 1,154,730 te 
Under $5,000 aed nc +e Rhie. 
$5,000 under $10,000 ................ : **9,106 fim} 
$10,000 under $15,000 20,184 at 
$15,000 under $20,000 .............. ; 58,544 Fin 
S20/000 ortmore?s3.Sec5. oes cater eee ean ec tee ne eee Fh 1,066,897 Minn 
at 
a 
otal) sivadoccvscucs-nsxtecrecsracvsttvtsahase tae acts: 698,505 fy 
Under $5,000 .......... é —1,031 te 
$5,000 under $10,000 . *—902 FM 
$10,000 under $15,000 .. *9,360 
$15,000 under $20,000 .. 41,456 hy 
S20 000Torimore |) Farrer toes aaa Senet conte asaae seek 649,713 fh F 
Type of plan not specified a oy 
Total ever: «s-teacvaseacesseceoeeteosdeeesieseees 41,907 | ™ 
Undori$5/000,,:.5. 1.8 siere sre sester *—1,608 fy” 
$5,000 under $10,000 .... ‘e39 ee 
$10,000 under $15,000 .... 169 fhe” 
$15,000 under $20,000 ... 11,231 fh,” 
S20,000fordmore) acces cscsee seen eer scene ee 54,275 I" 


“Estimate should be used with caution because of the small number of sample retums on which it is based. 


**\dentifies (a) size classes for which data were deleted because of the small number of sample returns on which they were based and (b) combined frequencies or amounts that include the data thus deleted from another size class. ‘) 
‘Includes business and profession, farm, partnership, and Small Business Corporation net profit less loss. { 
NOTE: Detail may not add to total because of rounding. \ 


aaa = 
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ble 1—Returns With Disability Income Payments: Computation of Disability Income Exclusion 
figures are estimates based on samples—money amounts are in thousands of dollars 


hoo eee oe | Disabil 
[Tota aay payers | [Tota aay payers | payments ee ey mcomne 
Size of adjusted gross income poy Number 
| EES 


(9) 


1,090,587 


367,496 
149,504 
185,219 
105,689 

90,795 


172,604 
16,687 


"2.503 


= te should be used with caution because of the small number of sample returns on which it is based. 
OTE: Detail may not add to total because of rounding. 


bie 1.1—Selected Income and Tax Items, by Size and Accumulated Size of Adjusted Gross Income 
are estimates based on samples—money amounts are in thousands of dollars} 
All retums Taxable retums 


Adjusted gross income Adjusted income 
less deficit Number Percent ise defi 


= 


= 


| Taxable income? | ___Income tax atter credits Total income tax 
ia Se ae 
pt Average 
o Total Taxable ross tax 
income Se (Dollars) 
deficit 


ECE ee ee ee 


BERS oe 


Size of Adjusted Gross Income 


SAS a et 
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Table 1.1—Selected Income and Tax Items, by Size and Accumulated Size of Adjusted Gross Income—Continued 


[All figures are estimates based on samples—money amounts are in thousands of dollars] 


Cumulated From Smallest Size 
of Adjusted Gross income 


=e fe 


Ul 
A ifundder!$] {000MM Clee ert eR RE le etait Reoeects . 
$1 under $12,000 |. 
$1 under $13,000 
$1 under $14,000... 
$1 under $15,000 


$1 under $20,000 ... 
$1 under $25,000 ... 
$1 under $30,000 ... 
$1 under $50,000 ... 
$1 under $100,000 .. 


on EOnaOanSaCEcoco: coSAEcoRE daDocOD=cocGascr abooD SS asco aos Maer I I 64,381,138 


Cumulated From Smallest Size 
of Adjusted Gross Income 


= 


$1 under $9,000 . 
$1 under $10,000 


$1 under $11,000 ... 
$1 under $12,000 ... 
$1 under $13,000 ... 
$1 under $14,000 ... 
St iander! $15,000) ree. sseciwecticcecrevvasevevwoees " 


$1 under $20,000 2. cecceceee eee een ens rn 
$1 under $25,000 ... 
$1 under $30,000 ... ; , 
$1 under $50,000 ... 5 i 120,927,684 
$1 under $100,000 .. tee i 140,013,610 


Serer Se Ees se eS SSS STS eae Pe See 


= 
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Table 1.1—Selected Income and Tax Items, by Size and Accumulated Size of Adjusted Gross Income—Continued 


{All figures are estimates based on samples—money amounts are in thousands of dollars] 


Cumulated From Largest Size 
of Adjusted Gross Income 


64,373,284 
64,374,021 


64,381,138 J 1,097,704,069 


87,821,236 
110,876,291 


$14,000 or more. 
$13,000 or more .. 


“Estimate should be used with caution because of the small number of sample returns on which it was based. 
**Identifies (a) size classes for which data were deleted because of the small number of sample returns on which they were based and (b) combined frequencies or amounts that include the data thus deleted from another size class. 
‘Less than 0.05 percent 

includes zero bracket amount. 

NOTE: Detail may not add to total because of rounding. 
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Individual Returns/1977 - Returns Filed and Sources of Income | . 
Table 1.5—Joint Returns: Sources of Income, Deductions, and Tax Items by Size of Adjusted Gross Income | v 
{All figures are estimates based on samples—money amounts are in thousands of dollars] | i 
‘- 


Adjusted 
Number gross 

Size of adjusted gross income of income 
returns less 
deficit 


Unclora $2000 mercenaries cen sraticsssbiecieterapicntieetcnser an ensine 
$2,000 under $4,000 . i 
$4,000 under $6,000 ... 
$6,000 under $8,000 ... 
$8,000 under $10,000 .. 
$10,000 under $12,000 . 


$12,000 under $14,000 .... 
$14,000 under $16,000 .... 
$16,000 under $18,000 .... 
$18,000 under $20,000 .... 
$20,000 under $25,000 .... 
$25,000 under $30,000 ... 


$30,000 under $50,000 .... 
$50,000 under $100,000 ... 
$100,000 under $200,000 . 
$200,000 under $500,000 ... 
$500,000 under $1,000,000 ... 

$1,000,000 or more ............... 


All returns, summary: 
(i=) CAO dee aneorer cancer cooons caucmoeoconmpcacesnogs sot a0 
$5,000 under $10,000 ... rm 
$10,000 under $15,000 .. 

$15,000 under $20,000 .. 


Size of adjusted gross income 


Under $2,000 ...... me 216,76) 


$6,000 under $8,000 ... 
$8,000 under $10,000 ... 
$10,000 under $12,000 


$12,000 under $14,000 
$14,000 under $16,000 .... 
$16,000 under $18,000 .... 
$18,000 under $20,000 .... 
$20,000 under $25,000 .... 5 


$90,000) under: $50,000 0.22. on... sevesvevessesseessnenstewerewes 
$50,000 under $100,000 ... : oe 
$100,000 under $200,000 . 
$200,000 under $500,000 ... 
$500,000 under $1,000,000 . = 
10000001 OFAIMONG Nic cence es ceanonevansten unre ance amene uneemete 


All returns, summary: 
ee AR AO ak snbesiecannceneccanccscrcboconcadhan: nrer ccnmeuen 
$5,000 under $10,000 ... AS 
$10,000 under $15,000 .. 
$15,000 under $20,000 
$20,000 or more ........ 


Footnotes at end of table. 
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Table 1.5—Joint Returns: Sources of Income, Deductions, and Tax Items by Size of Adjusted Gross Income—Continued 


are estimates based on samples—money amounts are in thousands of dollars) 


Nontaxabie 


1,122,698 
156,219 
99,421 
69,857 


376,397 
451,662 
524,594 
552,971 
1,432,418 
1,121,506 


1,999,624 
714,484 


I 
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Table 1.5—Joint Returns: Sources of Income, Deductions, and Tax Items by Size of Adjusted Gross Income—Continued 
[All figures are estimates based on samples—money amounts are in thousands of dollars} 

Dividends and other distributions received—Continued 

Domestic and foreign dividends received—Continued 


Size of adjusted gross income 


if eve 
under $10,000 .. 


$12,000 under $14,000 
$14,000 under $16,000 ..... 
$16,000 under $18,000 .... 
$18,000 under $20,000 . 
$20,000 under $25,000 . os 
920,000) Under! $90,000. sss cscnvcncccsttnestcoscsacsccaceortaees 


$30,000 under $50,000 . 
$50,000 under $100,000 
$100,000 under $200,000 . 
$200,000 under $500,000 . 
$500,000 under $1,000,000 


ca 843 23,37. 
StiOO0|QOO For! MOnB Met rasa. css cserecucasrvewasccascusecgnestoee 13,611 
All returns, summary: 
Under $5,000 eS tccrecccvicsussccscnccctacteavecscspevessestrere 559,71) 
$5,000 under $10,000 . 0 381,85) 
$10,000 under $15,000 .. 47157 
$15,000 under $20,000 620°00 
$20,000 or more ... 3,083,02) 


Size of adjusted gross income 


ORM iecavetaatecycccdeccresddetecscsecssecesaserectncmtaccse 
Under $2,000 .... 
$2,000 under $4, 
$4,000 under $6, 
$6,000 under $8, : 
$8,000 under $10,000 ... 


$12,000 under $14,000 ........... cece cseeeeeeeeeeeueeees 
$14,000 under $16,000 .. 
$16,000 under $18,000 .. 
$18,000 under $20,000 .. 
$20,000 under $25,000 .. 
$25,000 under $30,000 . 


SI0OU0j under) $50,000)... :.<:--.cstnetcnedscasesccoceretccsccsce 
$50,000 under $100,000 ... 
$100,000 under $200,000 .. 
$200,000 under $500,000 .. 
$500,000 under $1,000,000 . 
$1,000,000 or more ...... 


$10,000 under $15,000 ..... 
$15,000 under $20,000 
$20,000 or more .... 


Footnotes at end of table. 
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|Table 1.5—Joint Returns: Sources of Income, Deductions, and Tax Items by Size of Adjusted Gross Income—Continued 


(All are estimates based on samples—money amounts are in thousands of dollars] 


3 Sales of capital assets—Continued 
Sales of capital assets reported on Schedule D—Continued 


Hi 


Retums with short-term capital gains or losses—Continued cone oan a iol 
Size of adjusted gross income Post-1969 short-term Net short-term gain Net short-term loss Pre-1970 long-term 
capital loss carryover after carryover after carryover capital loss carryover 


Number Number Number Number 
of of of Amount of Amount 
retums returns returns returns 


a a ee ee ee ee a ee 


Dine MPR occas sacaseeeetce ti cassanccaaseemeeetess 48,887 1,201,805 
|} Under $2,000 sh) Saree ameemmee at a "892 **45,329 
$4,000 under $6,000 3,674 98,718 
f Spe ce S00 aa ae 
$10,000 under $12,000 .. "2,417 "6,182 

) $12,000 under $14,000 .. *2,07: : 
"$14,000 under $16,000 5.480 “4a08 
$16,000 under $18,000 "3,738 "4817 
$18,000 under $20,000 "1/693 "14,913 
$20,000 under $25,000 "5.211 "111,888 
$25,000 under $30,000 .. 9,582 "38,888 
$30,000 under $50,000 .. 6514 162,722 
$50,000 under $100,000 . 4,885 100,428 
| $200.00 under $500.00 "00 Re 
$500,000 under $1,000,000 . 16 1663 
PRR IIMNM etietes cvacsescesccrteratcerccosscocecraeeetes es 12 1,688 

All retums, summary: 

Under $5, 4,107 143,992 
$5,000 under *9,688 "572,008 
$10,000 "5,379 "18,236 
$15,000 *8,022 *21,908 
$20,000 21,691 445,661 


Sales of capital assets reported on Schedule D—Continued 
Retums with long-term capital gains or losses—Continued 


S Net long-term gain 
capital loss carryover after carryover 


Net long-term capital 
short-term capital loss 


1 | one ee | ee 34,371,717 
Unser $2,000 gagaa cocci 1,564,557 
$4,000 under $6,000 _. 269,850 
$6,000 under $8,000... 760,386 
$8,000 under $10,000 - 798,262 
$10,000 under $12,000 .. 724,683 
$12,000 under $14,000 
+ $14,000 under $16,000 $22 382 
_ $16,000 under $18,000 .. 1,068,737 
$18,000 under $20,000 .. ‘902,131 
$2,000 under $20,000 2578 76 
J ! oe 2,378,576 
$30,000 under $50,000 .. 
$50,000 under $100,000 . ar 
| Bco0o under $500,000 sree 
$500,000 under $1,000,000 1312901 
$1,000,000 or 1,886,516 
All returns, summary: 
SS) COUT ee 2,093,386 
1 $5,000 under $10,000 . 1,757,448 
i $10,000 under $15,000 1,906,892 
7 $15,000 under $20,000 5 i 2,417,970 
PMEUUU ION MOG) <a srcsnevcscocecavscvecsceswsscstestseucsedriess 26,196,021 
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Table 1.5—Joint Returns: Sources of Income, Deductions, and Tax Items by Size of Adjusted Gross Income—Continued 


{All figures are estimates based on samples—money amounts are in thousands of dollars] 


Sales of capital assets—Continued 
All returns with capital gains or losses—Continued 


Size of adjusted gross income 


Under $2,000 Z 
$2,000 under $4,000 ............... 
$4,000 under $6,000 .... 

$6,000 under $8,000 . 
$8,000 under $10,000 .......... 
$10,000 under $12,000 ..... 


$12,000 under $14,000 ... 
$14,000 under $16,000 ...... 
$16,000 under $18,000 .... 
$18,000 under $20,000 ........ 
$20,000 under $25,000 ...... 

$25,000 under $30,000 ... 


$30,000 under $50,000 ... 
$50,000 under $100,000 .. 
$100,000 under $200,000 
$200,000 under $500,000 . 
$500,000 under $1,000,000 
$1,000,000 or more .......... SARACEN CO 


All returns, summary: 
MUTT COU) en cos See EOD CECB EONS ORICON CODEDOAIICE : COCeBECD 
$5,000 under $10,000 feo 
$10,000 under $15,000 .. 
$15,000 under $20,000 .. ceig 
SAU:OOOONIMOPE Meteaes ee tesxcsnccbuettmmcernonsnee voseasuene es 


Size of adjusted gross income 


$2,000 under $4,000 . 
$4,000 under $6,000 ... 
$6,000 under $8,000 . 

$8,000 under $10,000 .. 
$10,000 under $12,000 . 


$12,000 under $14,000 . 
$14,000 under $16,000 . 
$16,000 under $18,000 . 
$18,000 under $20,000 . 
$20,000 under $25,000 . 
$25,000 under $30,000 . 


$30,000 under $50,000 .... 
$50,000 under $100,000 ... 
$100,000 under $200,000 . 
$200,000 under $500,000 ... 
$500,000 under $1,000,000 
$1,000,000 or more ....... 


All returns, summary: 
Und8riG5,000) Soitancesdncsssceusescucabaetentescoacss abn ade 
$5,000 under $10,000 ... i 
$10,000 under $15,000 .. 
$15,000 under $20,000 .. 30 
S20000) or More iseaae nes ra. <cscavccncnvatshss ches seesacteeearts 


Footnotes at end of table. 
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Table 1.5—Joint Returns: Sources of Income, Deductions, and Tax Items by Size of Adjusted Gross Income—Continued 


are estimates based on samples—money amounts are in thousands of dollars] 


Net profit 


6,804,513 


1,697,151 
66,679 
56,669 
58,237 
86,728 
74,528 


69,938 
94,705 
96,275 
100,566 
246,974 
267,966 


879,957 
1,295,852 
888,659 
547,169 
146,009 
130,450 


ES SS OS ee See Se 


1,783,410 
182,055 
201,097 
234,915 

4,403,036 


$10,000 under $15,000 .. 
$15,000 under $20,000 


os eee a 


7 
i 
: under $12,000 .. 57 
4 | $12,000 under $14,000 .. *4,770 
| $14,000 under $16,000 .. *2,690 
| $16,000 under $18,000 .. "1,124 
$18,000 under $20,000 .. *3,543 
1 | $20,000 under $25,000 .. 1,932 
$25,000 under $30,000 13,403 
$30,000 under $50,000 38,218 
| $50,000 under ; 34,903 
| Be fe 
i $500,000 4,240 
1 $1,000,000 2,105 
All returns, 
{ Under $5 32,681 
» $5,000 under $10,000 . 7,348 
$10,000 under $15,000 7215 


$15,000 under $20,000 
$20, 


Footnotes at end of table. 
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Table 1.5—Joint Returns: Sources of Income, Deductions, and Tax Items by Size of Adjusted Gross Income—Continued 


are estimates based on samples—money amounts are in thousands of dollars] 


Small Business Corporations 
Total income 


Size of adjusted gross income 


er 
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Table 1.5—Joint Returns: Sources of Income, Deductions, and Tax Items by Size of Adjusted Gross Income—Continued 
[All figures are estimates based on samples—money amounts are in thousands of dollars} 


Statutory adjustments—Continued 
Forfeited 


peeet to an Payments to a Employee ios 
self-employed business ae interest 
rice be account retirement plan expenses penalty 


ate ne ape ae Niner 
Amount 
on re 


SEES Se eee SS 


$10,000 under $15,000 . 
$15,000 under $20,000 . 1 '374, 791 
4,050, 641 


$10,000 under $12,000 . 
$12,000 under $14,000 . 


“12,319 
“35,574 
"46,944 
*70,141 
1,127,671 


“Estimate should be used with caution because of the small number of sample returns on which it is based. 
“Identifies (a) size classes for which data were deleted because of the small number of sample returns on which they were based and (b) combined frequencies or amounts that include the data thus deleted from another size class. 


NOTE: Detail may not add to total because of rounding. 
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Table 1.6—All Returns, Taxable Returns, and Nontaxable Returns: Number of Returns, Income, Deductions, and Credits, by Size 
of Income Under Alternative Concepts 
{All figures are estimates based on samples—money amounts are in thousands of dollars] 


Itemized deductions per income concept 


Tax status and size of income 
under alternative concepts 


Part I—All Returns 
Size of adjusted gross income 


$200,000 under $500,000 . 
$500,000 under $1,000,000 . 
$1,000,000 or more ............. 


Size of expanded oe 
TOM | Vicccsersseccccecenccccestcccccnncsrepsssones 


Under $200,000 .... 
$200,000 under $500,000 ... 
$500,000 under $1,000,000 prONsAEeO ais 
$1,000,000 of more 0.2... e cee eec eee een eee 


Size of adjusted gross Income plus 
excluded tax preferences 


Total .... 


Under $200,000 ... 3 
$200,000 under $500,000 ..... 
$500,000 under $1,000,000 .. Stedenke 
$1,000,000 or more ............ 6.2 ee eee 


Size of adjusted spelen Income 
less investment Interest 
TOR cccecccccssccccensussensscencasscvccssaver tS 19,489,612| 41,541,623 © 
Under $200,000 aval owe Bot ; 19,465,457} 41,363,032 _ 


$200,000 under $500,000 . 
$500,000 under $1,000,000 as6r 
$1,000,000 of more ...... 0. cece sees 


Part li—Taxable Returns, 
Size of adjusted gross Income 
Total .... ASS EROIANCOST CO CONE HECEROOIOA 


Under $200,000 . 
$200,000 under $500,000 .. 
$500,000 under $1,000,000 . Seasvasneseee 
$1,000,000 of More 22... eee cee eee manner cee 


Size of expanded iIncome* 


$500,000 under $1,000,000 eee. 

$1,000,000 of more .....0...2.2.eceseeeeseeneeees ; 

Size of iden ¢ gross Income plus 
excluded tax preferences 


$500,000 under $1,000,000 . paonoser 
$1,000,000 or more ......... 2.22... 


TOM c.eccevecsccccsccscsscsrevsonucsovecnecnsass 


Under $200,000 .... 
$200,000 under $500,000 ... 
$500,000 under $1,000,000 . 
$1,000,000 or more 


Footnotes at end of table. 
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ble 1.6—All Returns, Taxable Returns, and Nontaxable Returns: Number of Returns, Income, Deductions, and Credits, by Size 
Income Under Alternative Concepts—Continued 

are estimates based on samples—money amounts are in thousands of dollars 


1,648,358 
1,647,310 


**1'048 
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Table 1.6—All Returns, Taxable Returns, and Nontaxable Returns: Number of Returns, Income, Deductions, and Credits, by Size 
of Income Under Alternative Concepts—Continued 


{All figures are estimates based on samples—money amounts are in thousands of dollars] 


Itemized deductions per income corcep continued 


Medical and dental 
aie ee Se 


Total miscellaneous Zero bracket amount 


Tax status and size of income deductions Exemption 
under alternative concepts Number Number Number Number amount 
i Oe Ce a a a a a a 
Part | —All Returns 
Size of adjusted gross Income 

Uo) osofocasancttstesdaosoocecodiauadodo resacteadabacn 161,382,748 
Under $200,000 .............05 161,240,966 
$200,000 under $500,000 ......... 123,821 
$500,000 under $1,000,000 . 3 13,476 
$1,000,000 or more ............ 4,486 

Size of Sam Income* 

NOM Dateeesncrersddpeeesesssshninesessscacachcasencess 161,382,748 
Under $200,000 .......... Sega 161,204,597 
$200,000 under $500,000 ............ 151,447 
$500,000 under $1,000,000 ........ 18,962 
$1,000,000 or more ..... d 7,742 

Size of adjusted gross ee plus 
excluded tax preferences 

Total .. 161,382,748 
Under $200,000 566 161,195,157 
$200,000 under $500,000 ...........eecceeeeeeee 159,464 
$500,000 under $1,000,000 ........... 20,000 
$1,000,000 or more .............. 8,127 

Size of adjusted gross Income 
less Investment interest 

WOM Eyacciersancucdnmeneccccescatcscsesaccuavavavews aes 161,382,748 
Under $200,000 161,249,952 
$200,000 under $500,000 . 116,063 
$500,000 under $1,000,000 . 12,588 
$1000; 000) Org MONG pectestststetaicnistacsls Feiss sigiisle.kielsncscpis(e/< 4,145 

Part li—Taxable Returns 
Size of adjusted gross income 
50,594,370 126,015,688 
49,117,271 125,874,062 
GooaGsoneeESasodeS 123,675 
$500,000 under $1,000,000 ............ °°17,951 
S1000; 000 lonimore)iess neccwcssereec crete sos. oe 
Size of expanded Income* 

TET) ccoscnronsnaragnccontnacodpandenceecancrcncnosadare 126,015,688 
Under $200,000 ..... 2socbonnachetecccaor 125,837,793 
$200,000 under $500,000 151,202 
$500,000 under $1,000,000 **26,692 
$1,000,000 or more ........ S ; oe 

Size of adjusted gross income a 
excluded tax preferences 

TOUR Toncnccunccucocnsncncccsusccosvovsescsosvesssaccssre 126,015,688 
Under $200,000 ......... 125,828,377 
$200,000 under $500,000 .................5. 159,199 
$500,000 under $1,000,000 ........... *°28,112 
$1,000,000 or more atu ic oe 

Size of adjusted g gross Income 
less Investment interest 

Total ... 126,015,688 
Under $200,000 ...... 125,883,031 
$200,000 under $500,000 115,932 
$500,000 under $1,000,000 ............0.. cee °916,725 


$1,000,000 or more .... 


Footnotes at end of table 


Individual Returns/1977 - Returns Filed and Sources of Income 37 
Table 1.6—All Returns, Taxable Returns, and Nontaxable Returns: Number of Returns, Income, Deductions, and Credits, by Size 
of Income Under Alternative Concepts—Continued 
|All are estimates based on samples—money amounts are in thousands of dollars) 


Itemized deductions per income concept—Continued 


Tax status and size of income A Contributions 
oe 


Part Ill —Nontaxable returns 
Size of adjusted gross Income 
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Table 1.6—All Returns, Taxable Returns, and Nontaxable Returns: Number of Returns, Income, Deductions, and Credits, by Size 
of Income Under Alternative Concepts—Continued 


[All figures are estimates based on samples—money amounts are in thousands of dollars] 


Additional tax for STE 


tax preferences |__ Foreign tax credit _| |__ Foreign tax credit _| 


Scope! end Nine aa Nuiee 
rl 
ae 


SSS Se 


Taxable incomet Altace 


Tax status and size of income 
under alternative concepts 


Part | —All Returns 
Size of adjusted gross income 


159,796,824 
150,931,687 

982,21 
1,620,484 
1,862,439 
159,796,824 
150,007,300 
5,650,272 
$500,000 under $1,000,000 : 1,762,134 
$1/000 OOO onimore) coe seences-cocrecceseaesne essere ceesea-s 2,377,119 

Size of earepnt gross Income plus 
cluded tax preferences 
159,796,824 
149,830,195 
5,761,896 
2,412,685 
172,111,669 159,796,824 
163,613,910 151,150,182 
5, 5,237,206 
1,589,449 
1,819,987 
Size of adjusted gross income 

NOt nenduuscucdaccsucevarterecccrsrertescarcustsavasren 159,796,824 
Unider$200,000 ie. ccsctecsccestesscussisevesssscuiscvusecete 150,931,687 
$200,000 under $500,000 5,982,213 
$500,000 under $1,000,000 ; **3,482,923 
PU CP Tio) nosbonbossenadoocodnconceoncntoncndncesecn om 

Size of expanded income’ 

Total .... 159,796,824 
Under $200,000 ..... 150,007,300 
$200,000 under $500,000 . 5,650,272 
$500,000 under $1,000,000 ; **4,139,253 
STOOD OOO LOFi MOGI cost csi ciscscccscvecsscsesscoccuccsacencet ee 

159,796,624 
149,830,195 
5,761,896 
**3,704, 
Senutstnts ds senEnn US eaNacmevssanbeneseasscescesse 159,796,824 
Under $200,000 ... 151,150,182 
$200,000 under $500,000 §,237,208 
$500,000 under $1,000,000 **3,408,436 


$11000000i0r! more! c2o:.0.c.scccossonssecsncsscescessaavoes ; 


Footnotes at end of table. 
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| Table 1.6—All Returns, Taxable Returns, and Nontaxable Returns: Number of Returns, Income, Deductions, and Credits, by Size 
of Income Under Alternative Concepts—Continued 


(All are estimates based on samples—money amounts are in thousands of dollars) 


Tax status and size of income 
under alternative concepts 


Part Ill —Nontaxable returns 


Z 
| 


| Under $200,000 ......... ; rant so 


| MRR) rece escaseccncesscccssauncscsseccscscscescassccasescs 17,311,795 


17,311,795 
17,311,732 
60 


**Identifies (a) size classes for which data were deleted because of the small number of sample returns on which they were based and (b) combined frequencies or amounts that include the data thus deleted from another size class. 
‘The sum of one-half excess net long-term capital gains over short-term capital losses, dividend exclusion and, to the extent reported, other tax preferences from Form 4625. However, itemized deduction tax preference is not 
Included in this concept. 

*Investment interest, for the purpose of this table, is defined as interest deducted (excluding home mortgage interest) limited to the amount of investment income. 

‘In the case of the “Adjusted Gross Income" and “Adjusted Gross Income Plus Excluded Tax Preferences” lines, this Is total itemized deductions as transcribed from Schedule A. In the case of the “Expanded Income" and the 
“Adjusted Gross Income Less Investment Interest” lines, this is total itemized deductions minus investment interest. 

‘in the case of the “Adjusted Gross income” and “Adjusted Gross Income Plus Excluded Tax Preferences” lines, this is interest deducted as transcribed from the Schedule A. In the case of the “Expanded Income" and the "Adjusted 
Gross Income Less Investment” lings, this Is interest deducted minus investment interest. 

*Adjusted gross income plus excluded tax preferences minus investment interest. 

‘Includes zero bracket amount. 


*Estimate should be used with caution because of the small number of sample returns on which It is based. 
NOTE: Detail may not add to total because of rounding. 

. 

. 

. 
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Table 1.8—Returns With and Without Presidential Election Campaign Fund Checkoff: Response Boxes Checked by Marital Status 
and Size of Adjusted Gross Income 


[All figures are estimates based on samples) 


Returns with eligible tax 


Size of adjusted gross income 


Returns with eligible tax—Continued 
Joint returns 


Size of adjusted gross income 


1,428,578 
1,562,141 
1,558,644 
1,455,781 
2,938,958 
1,696,026 


1,734,294 
362,792 
67,210 
12,470 
1,689 


27,981 
2,120,394 
3,499,818 
3,831,669 
6,813,439 


$10,000 under $15,000 
$15,000 under $20,000 


*Estimate should be used with caution because of the small number of sample returns on which it is based 
NOTE: Detail may not add to total because of rounding. 
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Table 1.9—Form 1040A Returns: Sources of Income, Deductions, and Tax Items by Marital Status 


{All figures are estimates based on samples—money amounts are in thousands of dollars} 


Selected income and tax items 


Income tax before credits . 
Credit for contributions to candidates for Public office es 
General texicreditds cosseescesencctresserneccsecccarcssecascests 


Refundable portion 


Total taxpayments . 
Total tax withheld . 


Tax paid with retu ....... cc eee cece ese eeeeeeeeeeees Reocenees 


*Estimate should be used with caution because of the small number of sample returns on which it is based. 


‘Includes zero bracket amount. 
NOTE: Detail may not add to total because of rounding. 


Number of 


33,919,069 
33,919,069 
33,884,126 

390,675 


8,247,115 
31,032,678 
33,919,069 
31,032,678 


husbands and wives 


Name ond orn 


| Se a im 


wecuecrcons. ana Tex Stems SY Size or Acjusteds Groeee troome 


Sy oe ee 


SS a pe 
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lused zero bracket amount, 49 
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4952, 49 
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tables 


Form of deduction and size of 
adjusted gross income, 1976 
and 1977, 48 

Exemptions by type, 1976 and 
1977, 49 


Chart 2A. 


Deductions 
and Exemptions 


Chart 


2A 


Returns with itemized 
deductions as a percent of 
all returns, by size of 
adjusted gross income, 1976 
and 1977, 


Basic tables 


2.1 


2.2 


2.3 


2.4 


Returns with itemized 
deductions: deductions by 
type and by size of adjusted 
gross income, 5] 

Returns with itemized 
deductions: sources of 
income, deductions, and tax 
items by marital status, 52 
Returns with taxes paid 
deduction: taxes deducted by 
size of adjusted gross income, 
53 

Returns with contributions 
deduction: contributions 
deduction by size of adjusted 
gross income, 54 


Returns with itemized deductions as a percent of all 
returns, by size of adjusted gross income, 1976 and 1977 


2.5 Returns with medical and 
dental expense deduction: 
medical and dental expenses 
deducted by size of adjusted 
gross income, 55 


2.6 Returns with total 
miscellaneous deductions: 
total miscellaneous 
deductions by size of 
adjusted gross income, 58 

2.7 Returns with interest paid 
deduction: interest deducted 
by size of adjusted gross 
income, 59 

2.8 Returns with investment 
interest expense from Form 
4952: investment interest by 
size of adjusted gross income, 

2.9 All returns: exemptions by 
type, number of exemptions, 
sources of income, by size of 
adjusted gross income, 63 

2.10 Exemptions by type and 
marital status, 68 


Introduction 


Data presented in this sec- 
tion cover deductions from 
adjusted gross income. These 
deductions were used to arrive at 
taxable income and included the 
$750 allowed for each personal 
exemption. Statutory adjustments 
to gross income to arrive at 
adjusted gross income are men- 
tioned in section 1, Returns Filed 
and Sources of Income. 

Summary data for exemptions 
are shown in table 2B, while 
detailed information on types of 
exemptions, including types of 
dependent exemptions, are shown in 
tables 2.9 and 2.10. Data for the 
major categories of itemized 
deductions are shown in table 2.1 
(classified by size of adjusted 
gross income), data for sources of 
income reported on itemized deduc- 
tion returns are shown in table 
2.2 (classified by marital sta- 
tus), while data for specific 
types of deductions within each 
category (such as State and local 
income taxes paid, general sales 
taxes paid, and the like) are 
shown in tables 2.3 through 2.7. 
Data are also presented for 
returns with investment interest 
expenses from Form 4952 (table 
2.8). 
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Revised Computation of Taxable 
Income 


As a result of certain 
changes in the law enacted under 
the Tax Reduction and Simplifi- 
cation Act of 1977, the concept of 
taxable income differs from that 
used for the previous year. For 
recent years prior to 1977, the 
taxpayer deducted $750 for each 
exemption, plus one of the fol- 
lowing: total itemized deductions 
or the standard deduction. The 
standard deduction was computed as 
a percentage of adjusted gross 
income, with a lower limit 
(commonly referred to as the 
"jow-income allowance") and an 
upper limit. For 1976, for 
example, the percentage was set 
at 16 percent of adjusted gross 
income. For unmarried persons, the 


limits were $1,700 and $2,400; for 
married persons filing separately, 
they were $1,050 and $1,400; and 
for married persons filing jointly, 
they were $2,100 and $2,800. 

For 1977, the standard deduc- 
tion was abolished and replaced 
with the "zero bracket amount," a 
flat amount based on marital 
status. The zero bracket amount 
was not, however, taken as a 
deduction from adjusted gross 
income, but rather was incorpo- 
rated into the tax rate schedules 
to represent the income "taxed" at 
the lowest tax rate, the newly 
ereated zero percent rate (hence, 
the name). (Prior to 1977, the 
lowest tax rate was 14 percent.) 
Therefore, a taxpayer who did not 
itemize his or her deductions 
simply deducted the exemption 
amount from adjusted gross income 


Table 2A.—Form of Deduction and Size of Adjusted Gross Income, 1976 and 1977 
[All figures are estimates based on samples—money amounts are in thousands of dollars] 


Form of deduction and size 
of adjusted gross income 


All Returns 


Total ... 


Under $5,000 . 
$5,000 under $10,000 ... 
$10,000 under $15,000 .. 
$15,000 under $20,000 .. 


$10,000 under $15,000 
$15,000 under $20,000 
$20,000 or more 


NORM [ecevecushchps sence <stheetexeacrpenanessaescssacasastsass 


Under $5,000 
$5,000 under $10,000 
$10,000 under $15,000 


000 under $10, AAD 
$10,000 under $15,000 30 
$15,000 under $20,000 .. 
$20,000 or more 


Total ... 


Under $5,000 ........ 

$5,000 under $10,000 ... 
$10,000 under $15,000 .. 
$15,000 under $20,000 .. 
$20,000 or more 


‘For 1977, includes zero bracket amount; for 1976, includes standard deduction. 
NOTE: Detail may not add to total because of rounding. 


Number of returns 


Zero Bracket Amount (Standard Deduction) Only 


e Deductions and Exemptions 


is 


in arriving at taxable income. 
Those taxpayers who did itemize no 
longer deducted total itemized 
deductions to arrive at taxable | 
income, but either subtracted the 
"excess itemized deductions" (the 
amount by which total itemized 
deductions exceeded the zero ! 
bracket amount) from or added the 
"unused zero bracket amount" (the 
amount by which the zero bracket 
amount exceeded total itemized 
deductions) to adjusted gross 
income. (Additional information 
on the zero bracket amount and its 
effect on the tax computation is 
presented in section 3, Tax 
Computation and Tax Rates. ) 

For 1977, the zero bracket 
amount was set at $2,200 for 
unmarried persons (including 
heads of households with dependent 
children); $1,600 for married 


ea gross income 


WES SS @ 


689 

691 

408 

415 

379 

—241 

659 

11 "424, 761 694 
5,820,144 341 
5,825,446 334 
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ple 2B.—Exemptions by Type, 1976 and 1977 


! 


aa 22 22 22 2¢¢ 


‘sons filing separately; and 
200 for married persons filing 
ntly (as well as certain 
viving spouses). For most 
payers, but especially for 

se at lower income levels, 

s represented a considerable 
rease over the standard deduc- 
m available for 1976. 

Table 2A compares the form 
deduction used on all returns 
‘ed from 1976 to 1977. It 
suld be noted that the number 
returns with neither itemized 
uctions nor a zero bracket 
unt increased dramatically as 
esult of the changes instituted 
the 1977 Act. Besides the def- 


't and "breakeven" returns (those 


which there was no income from 
ch to subtract any deductions), 


}s group included, for 1977, 
turns with no itemized deduc- 


ns and with adjusted gross 
ome less than the exemption 
unt. Under the new computa- 
of taxable income, the 
mption amount was subtracted 
m adjusted gross income before 
zero bracket amount was taken 
© account. See als0 "Form of 
uction" in section 6, Explana- 
of Terms. 
mized Deductions 


Generally, as a result of the 
Reduction and Simplification 
of 1977, taxpayers could item- 

their deductions only if the 
al exceeded the zero bracket 


unt (exceptions to this rule 


Bthis provision. 


discussed below). Chart 2A 
ails the sharp reduction from 
6 to 1977 in the percentage of 
Payers who itemized as a result 
The major 
egories of itemized deductions 
e taxes (for example, real 
ate and State and local income 
es), medical expenses, interest 
enses, charitable contributions, 
"other" deductions. Each of 
se categories is discussed 
arately in section 6, Explana- 

of Terms. Not included under 
mized deductions for 1977 was 
mony paid. Under the Tax 


Worm Act of 1976, this amount 


made a statutory adjustment to 


1,964,251 
1,523,107 


53,401 
49,961 


1,289 
1,355 


—308,182 
—2,171,363 


gross income, and was thus 
deductible whether or not the 
taxpayer claimed itemized 
deductions. 


Unused Zero Bracket Amount 


The Tax Reduction and 
Simplification Act of 1977 
required that four groups of 
taxpayers itemize their deduc- 
tions, even if those deductions 
were less than the zero bracket 
amount. These groups were: 


(1) certain married persons 
filing separate returns (if one 
spouse claimed itemized deductions, 
the other had to do so as well 
and, in some cases, this may have 
meant claiming no deductions where 
one spouse claimed all the 
deductions) ; 


(2) dependents with unearned 
income, i.e., children with invest- 
ment income who were being claimed 
as dependents on their parents’ 
returns, but who were also filing 
on their own because they had more 
than $750 of income (while the law 
stipulated that the children had 
to itemize on their own returns, 
they were allowed to substitute 
their earned income for total 
itemized deductions if the former 
was the larger of the two); 


(3) "dual-status" aliens, 
i.e., aliens who spent only part 
of the year in the United States; 
and, 


(4) taxpayers with income 
from sources in U.S. possessions 
excluded from taxation. 

Taxpayers in these four cate- 
gories whose itemized deductions 
fell short of the zero bracket 
amount had to compute an "unused 
zero bracket amount," which 
equalled the amount of the short- 
fall. The “unused zero bracket 
amount" was added to adjusted 
gross income in the computation of 
taxable income, since the tax rate 
schedules which were applied to 
taxable income allowed for the 
full zero bracket amount. 


Deductions and Exemptions 


Investment Interest Expenses from 
Form 4952 


Beginning with Tax Year 1972, 
interest paid on money borrowed for 
the purpose of making investments 
was no longer automatically fully 
deductible. For interest on 
investment indebtedness incurred 
prior to September 11, 1975, the 
deduction was limited to the sum 
of the following items: 

(1) $25,000 ($12,500 for 
married persons filing separately); 

(2) net investment income; 

(3) the amount by which net 
long-term capital gains exceeded 
net short-term capital losses; 

(4) the excess of allowable 
rental expenses over rental income 
attributable to property subject 
to a net lease; 

(5) one-half the amount by 
which investment interest exceeded 
the sum of items (1) through (4). 

For interest on investment 
indebtedness incurred after 
September 10, 1975, however, the 
Tax Reform Act of 1976 placed even 
greater restrictions on the amount 
that could be deducted in any given 
year. On such interest, the deduc- 
tion was limited to the sum of: 

(1) $10,000 ($5,000 for 
married persons filing separately); 

(2) net investment income; 

(3) the excess of allowable 
rental expenses over rental income 
attributable to property subject 
to a net lease. 

The limitations detailed 
above applied both to investment 
interest incurred by the taxpayer 
directly, as well as to amounts 
paid by partnerships and Small 
Business Corporations in which the 
taxpayer had an interest. Each 
partner or shareholder had to 
compute his or her own limitation, 
and carrv the allowable investment 
interest to Schedule E (Supple- 
mental Income Schedule). Any 
amounts attributable to rental 
property were also reportable on 
Schedule E. The allowable portion 
of non-business investment 
interest was deductible as an 
itemized deduction on Schedule A 
(Itemized Deductions). 


Investment interest disal- 
lowed in any given year because of 
the limitations could be carried to 
the following year and deducted 
then (within the limitations for 
that year). Any part disallowed 
in the carryover year could be 
further carried over to subsequent 
years. However, in the case of 
investment interest incurred prior 
to September 11, 1975, the carry- 
over from 1977 to 1978 had to be 
reduced by the capital gain deduc- 
tion for 1977. 

The data shown in table 2.8 
reflect only the amounts specified 
by the taxpayer as investment 
interest and reported on the 
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official form, Form 4952 
(Investment Interest Expense 
Deduction), or an equiva- 

lent schedule, and consequently 
may be an understatement of the 
full amount of investment interest. 
A different approximation of total 
investment interest is presented 
in section 1, Returns Filed and 
Sources of Income, and is discussed 
in that section under "High-Income 
Returns, Taxable and Nontaxable." 


Exemptions 


In the computation of taxable 
income, each taxpayer was allowed 
one exemption of $750 for himself 
or herself. On a joint return, 
husband and wife could each claim 
an exemption, even if only one had 
income. Additional $750 exemptions 
could be claimed by both taxpayer 
and spouse for blindness or for 
having attained the age of 65. A 
married person filing a separate 
return, but whose spouse had no 
income and was not the dependent 
of another taxpayer, could also 
claim all the exemptions to which 
that spouse was entitled. In 
addition, one exemption could be 
claimed for each qualified depend- 
ent (defined in section 6, Explana- 
tion of Terms, under "Exemptions"). 

Exemptions by type, including 
type of dependent exemptions, 
claimed for 1977 are compared to 
those for 1976 in table 2B. In 
contrast to the other tables in 
this section, these data were not 
affected by any tax law changes 
between 1976 and 1977. 
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Individual Returns/1977 - Deductions and Exemptions 
Table 2.5—Returns With Medical and Dental Expense Deduction: Medical and Dental Expenses Deducted by Size of Adjusted 
Gross Income 
All are estimates based on samples—money amounts are in thousands of dollars} 


One-half insurance 
[fabelhentay anes 


to reduction 
of adjusted bal income 


16,778,310 
24,960 
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Table 2.5—Returns With Medical and Dental Expense Deduction: Medical and Dental Expenses Deducted by Size of Adjusted 
Gross Income—Continued 


[All figures are estimates based on samples—money amounts are in thousands of dollars} 
Medical and dental expenses subject to reduction by 3 percent of adjusted gross income—Continued 


Medicine and drugs Balance 
Nondeductible amount Medicine and drugs in of insurance 
Size of adjusted gross income Total (1 percent of adjusted excess of 1 percent of premiums 
gross income) adjusted gross income 


$10,000 under $12,000 . 


$12,000 under $14,000 . 
$14,000 under $16,000 . 
$16,000 under $18,000 . 
$18,000 under $20,000 . 
$20,000 under $25,000 . 0 
$25,000 under $30,000 ...........ccccceseeseeeeseeeeseeeeneeesers 


$90,000 Under: $50,000!: ...2:.c.cscescescssncccssctccescctedecs 
$50,000 under $100,000 ... b 
$100,000 under $200,000 . 


$12,000 under $14,000 
$14,000 under $16,000 . 
$16,000 under $18,000 . 


$50,000 under $100,000 ... 
$100,000 under $200,000 . 
$200,000 under $500,000 . 
$500,000 under $1,000,000 
$1,000,000 or more ....... 


All retums, summary: 
Underi$5\ O00) 20. cca eccecenevenes sense curses oncdversoresscpes 
$5,000 under $10,000 .. : 
$10,000 under $15,000 . 
$15,000 under $20,000 . 


Footnotes at end of table. 
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Table 2.5—Returns With Medical and Dental Expense Deduction: Medical and Dental Expenses Deducted by Size of Adjusted 
Gross Income—Continued 


[All figures are estimates based on samples—money amounts are in thousands of dollars) 


Medical and dental expenses subject to reduction by 3 
percent of adjusted gross income—Continued 


Nondeductible amount 
(3 percent of 
adjusted gross income) 


Size of adjusted gross income 


SE ROOON fiatevasdsscncndceusessdascasacsecesccnsecupeccess 
NMR S Gt taicnc cscs sere cersraraconsvceacsaesdvscenqocse 
$2,000 under $4,000 . 
$4,000 under $6,000 . 
$6,000 under $8,000 . 
$8,000 under $10,000 .. 
$10,000 under $12,000 ... 
$12,000 under $14,000 .. 
$14,000 under $16,000 . 
$16,000 under $18,000 . 
$18,000 under $20,000 . 
$20,000 under $25,000 . 1,336,730 
$25,000 under $30,000 . 895,615 
$30,000 under $50,000 . 1,252,443 
$50,000 under $100,000 ... 428,087 
$100,000 under $200,000 . 94,830 
$200,000 under $500,000 . 35,769 
$500,000 under $1,000,000 4,262 
$1,000,000 or more . 1,087 
Taxable returns, total .............cccceceseeeeeeceeeeeeceeeneneene 7,493,154 
RMR Se QU fe toets sees con ccacscacswesacsescnscsnsssevsaan andes 447 
$2,000 under $4,000 13,458 
$4,000 under $6,000 60,530 
$6,000 under $8,000 199,312 
$8,000 under $10,000 .. 404,873 
$10,000 under $12,000 . 518,024 
$12,000 under $14,000 . 653,341 
$14,000 under $16,000 . 592,668 
$16,000 under $18,000 . 625,576 
$18,000 under $20,000 627,209 
ao under on 1,283,756 
,000 under $30, 841,647 
$30,000 under $50,000 1,129,586 
,000 under $100,000 407,833 
$100,000 under $200,000 94,014 
$200,000 under $500,000 35,530 
$500,000 under $1,000,000 4,262 
BEFARRE OOO (ON MOND Wcncas vac ses c ye cncomsins sriesssexneneaemtcneniss 1,087 
Total nontaxable returns ............cceeceeeeeeceeeeeeneeeeeeeenen 1,797,948 
All summary: 
$5,000 uncer § 401 846 
5 p 1,491,646 
$10,000 under $15,000 . 1,746,596 
$15,000 under $20,000 . =< 1,713,065 
MAP RRIOUNUNG feast tetera. crcacccsAcevacnceeuscccecanssohorknce 4,048,822 


“Estimate should be used with caution because of the small number of sample returns on which it is based. 

**\dentifies (a) size classes for which data were deleted because of the small number of sample returns on which they were based and (b) combined frequencies or amounts that include the data thus deleted from another size class. 
‘Less than $500. 

NOTE: Detail may not add to total because of rounding. 
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Table 2.7—Returns With Interest Paid Deduction: Interest Deducted by Size of Adjusted Gross Income 


(All are estimates based on samples—money amounts are in thousands of dollars] 
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Home mortgage Investment interest 
Sr ale 
returns income deductions deducted Number of A Number of Number of 
retumns returns returns 
A 2 ee a 
All returns, total ............ccceeeeeceeneeeeeeeseeeeseeenseners 419,727 

BUMREE O00 ee cktenancnyaccbaa-+scdpasdetcecnersccbuseeneepus 
$2,000 under $4,000 
$4,000 under $6,000 
$6,000 under $8,000 


$8,000 under $10,000 .. 
$10,000 under $12,000 . 


$12,000 under $14,000 . 
$14,000 under $16,000 . 


it 
ae 
nn 


888 
dee if 


zi atti 


3 
Hu 
ege8 g 
338 


88 
Bs 
3 


“Estimate should be used with caution because of the small number of sample returns on which it is based. 


16,439,295 


12,992 
43,976 
81,898 
163,942 
954,646 
498,661 


725,548 
842,712 
1,019,004 
1,134,441 
2,864,298 
2,193,066 


3,387,042 
1,785,478 


2,164,451 


3,335,701 
1,744,391 


2,609,690 
11,561,475 


**Identifies (a) size classes for which data were deleted because of the small number of sample retumss on which they were based and (b) combined frequencies or amounts that include the data thus deleted from another size class. 


‘Includes carryover of investment interest disallowed in previous years. 
NOTE: Detail may not add to total because of rounding. 
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A All returns: selected income 
tax items by type of tax 
computation, 7] 

B All returns: computation of 
taxable income, 72 

© All returns: computation of 
various tax concepts, by size 
of adjusted gross income, 73 
ID Returns with general tax 
eredit: general tax credit by 
type and by size of adjusted 
gross income, 74 

Returns with new jobs or work 
incentive (WIN) credits: 
selected sources of income by 
size of adjusted gross income, 


75 
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3A Number of returns and amount 
of total income tax, percent 
distribution by size of 
adjusted gross income, 70 


3.1 Returns with income subject 
to tax: adjusted gross 
income, deductions, 
exemptions, taxable income 
and tax items by size of 
adjusted gross income and by 
type of tax computation, 81 

3.2 Returns with maximum tax on 

personal service income: 

adjusted gross income, 
personal service net income, 
taxable income, and income 
tax before credits by size of 

taxable income, 85 


tevised tax computation procedures, 70 


Regular method of tax computation, 72 


Tax Computation 
and Tax Rates 


3.3 Returns with net gain from 
sales of capital assets: 
gains and losses by type, by 
size of adjusted gross 
income, and by selected types 
of tax computation, 86 

3.4 Income subject to tax and 
tax, classified by both the 
marginal rate and each rate 
at which tax was computed, 88 

3.5 Returns with income subject 
to tax: tax generated by rate 
and by size of adjusted gross 
income, 93 

3.6 Joint returns and returns of 
surviving spouses with income 
subject to tax: tax generated 
by rate and by size of 
adjusted gross income, 97 

3.7 Separate returns of husbands 
and wives with income subject 
to tax: tax generated by rate 
and by size of adjusted gross 
income, 100 

3.8 Returns of heads of house- 
holds with income subject to 
tax: tax generated by rate 
and by size of adjusted gross 
income, 103 

3.9 Returns of single persons 
with income subject to tax: 
tax generated by rate and by 
size of adjusted gross income, 
108 

3.10 All returns: adjusted gross 
income and total income tax 
by size of adjusted gross 
income and total income tax, lll 


. 3.11 Returns with total income 


tax: total income tax as a 
percent of adjusted gross 
income, selected items by 
size of adjusted gross income, 


114 

3.12 Returns with income tax 
before credits: tax and 
credits by size of adjusted 
gross income, 116 

3.13 Returns with earned income 
credit: earned income by type 
and credit before and after 
phaseout, by size of adjusted 
gross income, 118 

3.14 Returns with child care expenses: 
expenses, limitations, and credit 
by size of adjusted gross income, 
119 

2.15 Returns with tax preferences: 
selected sources of income, 
tax items, tax preferences, 
and computation of additional 
tax for tax preferences by 
size of adjusted gross income, 


120 


3.16 All returns: tax liability 
and taxpayments by size of 
adjusted gross income, 123 

3.17 Returns with tax due at time 
of filing: tax due by size, 
127 

3.18 Returns with tax overpayment: 
tax overpayment by size, 127 

3.19 Returns with tax overpayment: 
type of taxpayment by size of 
adjusted gross income, 128 

3.20 Returns with tax due at time 
of filing: type of taxpayment 
by size of adjusted gross 
income, 132 


Introduction 


The taxpayer, in determining 
the 1977 total tax liability, had 
to take account of several factors. 
These included: 

(1) income subject to tax, 
generally adjusted gross income 
minus personal exemptions and, if 
applicable, "excess itemized deduc- 
tions" (as discussed below under 
"Revised Tax Computation Proce- 
dures" and in section 2, Deduc- 
tions and Exemptions), 

(2) the method of tax compu- 
tation to be used on the income 
subject to tax, 

(3) marital status, which 
determined the applicable set of 
tax rates, 

(4) taxes from any of the 
special computations (described 
below), 

(5) any tax credits the tax- 
payer was entitled to apply against 
income tax, 

(6) the additional tax for tax 
preferences (the so-called "minimum 
tax"): 

(7) all other taxes, defined 
in section 6, Explanation of 
Terms, and 

(8) any taxpayments made dur- 
ing the tax year to account for the 
year's tax liability. 

As described below, "income 
subject to tax" in the statistics 
was the actual base used to deter- 
mine "tax generated," the primary 
component of "income tax before 
credits." The amount of "tax gen- 
erated" depended on the type of tax 
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computation used and the taxpayer's 
Marital status. To "tax gen- 
erated" was added the sum of the 
"taxes from special computations" 
to determine income tax before 
credits. From this sum, statutory 
credits, such as the credit for 
the elderly, the general tax 
credit, and, beginning with Tax 
Year 1977, the new jobs credit, 
were subtracted to obtain "income 
tax after credits." For purposes 
of this report, all or part of the 
"earned income credit" (discussed 
later on in this section) was also 
subtracted in arriving at income 
tax after credits. 

"Total income tax" consisted 
of the sum of income tax after 
credits and the additional tax for 
tax preferences (the minimum tax). 
This amount was created for pur- 
Poses of Statistics of Income (no 
such amount actually appeared on 
the tax return itself) to deter- 
mine whether a return was taxable 
or nontaxable. To this amount 
"all other taxes" (consisting of 
the self-employment tax, social 
security tax on tip income, tax 
from recomputing prior-year 
investment credit, penalty taxes 
on individual retirement accounts 
(IRA's), and any other unspecified 
taxes, reduced by any applicable 
earned income credit) were added to 
determine the "total tax liabi- 
lity." Total income tax was used 
to determine the taxable/nontaxable 
status of a return since its com- 
ponents were considered to be most 
representative of income, as op- 
posed to social security or pen- 
alty, taxes on current-year income. 
See chart 3A for the percentage 
distribution of the number of 
returns and the amount of total 
income tax, classified by size of 
adjusted gross income. 

Once the taxpayer determined 
the tax liability, he or she then 
subtracted any taxpayments, such 
as income tax withheld or estimated 
tax payments, made during the year 
to determine any overpayment of 
tax or any additional amount of 
tax to be paid at the time the 
return was filed. For purposes of 
this report, all or part of the 
earned income credit was also used 
to determine any overpayment or 
tax due (described below). 


Revised Tax Computation Procedures 


One of the primary aims of the 
Tax Reduction and Simplification 
Act of 1977 was to simplify the 
actual process of determining in- 
come tax. To this end, a number of 
provisions, as indicated at the be- 
ginning of this book under "Changes 
in Law," were introduced which 
eased the burden of taxpayers! 
filling out their tax returns. 


Chart 3A. 


Number of returns and amount of total income tax, 
percent distribution by size of adjusted gross income 


Percent of Returns 


For Tax Year 1977, adjusted 
gross income was determined in much 
the same fashion as it had been in 
previous years (422 "Adjusted Gross 
Income" in section 6, Explanation 
of Terms). It was at this point, 
however, that the procedure was 
changed by the 1977 Act. 

The standard deduction was 
eliminated and replaced by the 
"zero bracket amount." The zero 
bracket amount was a flat amount, 
based on marital status, which no 
longer needed to be computed and 
which had already been incorporated 
into the newly revised tax tables 
and tax rate schedules as the 
amount of income "taxed" at the 
newly created zero percent tax 
rate. Because of these revisions, 
taxpayers who did not itemize their 
deductions did not need to subtract 
the zero bracket amount from their 
adjusted gross income. If these 
taxpayers were able to use the tax 
tables, adjusted gross income was 
the same as "tax table income," a 
new income concept related to the 


Size of 
Adjusted 


Gross Pane ie 
Income 0 10 20. 30 


Vv 


Under 
$5,000 


Percent of total income ta» 


$5,000 
under 
$10,000 


$10,000 
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$15,000 


$15,000 
under 
$20,000 


$20,000 
under 
$25,000 


$25,000 
under 
$30,000 


$30,000 
under 
$50,000 


$50,000 
or more 


income brackets in the new tax 
tables. Tax was determined simply 
by looking up the tax liability in 
the appropriate tax table under 
the tax table income bracket 
covering the taxpayer's adjusted 
gross income amount. No other com- 
putations were necessary since the 
tax tables were also revised to 
reflect the deduction for personal 
exemptions and the general tax 
credit. If the taxpayers could 
not use the tax tables, they had 
to compute "taxable income," on 
which the tax rate schedules were 
based. For 1977, however, "tax- 
able income" represented adjusted 
gross income minus the personal 
exemption amount (as opposed to 
adjusted gross income minus deduc- 
tions, standard or itemized, and 
the exemption amount, in effect 
for 1976 and earlier years). 

Thus, "taxable income" in this 
report is not comparable to the 
item of the same name in previous 
reports since it includes the zero 
bracket amount. Taxpayers who 


| 
: the tax rate schedules also 
to compute their general tax 
4it since it could not be 
brporated into the tax rate 
edules. 
Under the 1977 Act, all tax- 

ers, with four specific excep- 

s (listed in section 2, Deduc- 
s and Exemptions, under "Unused 


® Bracket Amount"), had to use 


zero bracket amount if it was 
ater than their total itemized 
etions. For those taxpayers 
either elected to itemize or 


le required to itemize, the com- 


ation of tax table income or 
able income was slightly more 
plicated. Once a taxpayer 
ermined the total amount of 
mized deductions, he or she 
subtracted the appropriate 
9 bracket amount from total 
mized deductions, since the 
90 bracket amount had already 
incorporated into the tax 
les and tax rate schedules. 
next step was to subtract the 
cess itemized deductions" 
cess" over the zero bracket 
unt) from adjusted gross income 
determine tax table income and, 
necessary, then subtract the 
mption amount to determine tax- 
e income. Tax was then deter- 
ed in the same manner as it was 
those taxpayers who did not 


itemize. If a taxpayer was re- 
quired to itemize and the total 
itemized deductions were (e44 than 
the zero bracket amount, the amount 
by which the zero bracket amount 
exceeded total itemized deductions, 
known as the "unused zero bracket 
amount," had to be added to ad- 
justed gross income to determine 
tax table income. Table 3B pre- 
sents data for this revised 
computation of taxable income. 

For purposes of this report, 
several new tax concepts have been 
introduced as a result of the Tax 
Reduction and Simplification Act 
of 1977, as shown in table 3C. 

"Tax from tax tables" was the tax 
figure which the taxpayer obtained 
from the tax tables; it had already 
been reduced by the amount of the 
general tax credit. "Tax gener- 
ated," on the other hand, was com- 
puted for the statistics and repre- 
sented the actual amount of tax on 
tax table or taxable income, be- 
fore reduction by the general tax 
credit. These two tax figures, 

as well as the general tax credit, 
were computed and are shown for 

all returns whether or not each 
amount actually appeared on the 
taxpayer's return. 

One concept, while its defini- 
tion did not change, actually no 
longer appeared on the tax return. 


3A.—All Returns: Selected Income Tax Items by Type of Tax Computation 


Type of tax computation 


and income subject to tax 


are estimates based on samples—money amounts are in thousands of dollars] 


Estimate should be used with caution because of the small number of sample returns on which It is based. 
Includes zero bracket amount. 
Do not include tax from special 10-year averaging, multiple recipient 10-year averaging, accumulation distribution of trusts, recapture of prior-year credit for purchase of new principal residence, or penalty tax on premature 


Income subject to tax’ 


noes Adjusted 
“ fies Number Number 
are ee ot of Amount 
deficit returns retums 
Pra EONS slew Ol Mel Err 
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"Income tax before credits," as 
shown in this report, represents 
the sum of "tax generated" and 
"taxes from special computations" 
(defined below). However, this 
concept did not appear on the tax 
return since the line on the form 
which used to be the equivalent of 
“income tax before credits" was 
actually the sum of income tax 
reduced by the general tax credit 
plus the taxes from special compu- 
tations. This occurred because 
the general tax credit could not 
be applied to the taxes from 
special computations. 


Income Subject to Tax 


"Income subject to tax" for 
most taxpayers consisted of ad- 
justed gross income less personal 
exemptions and, if applicable, 
excess itemized deductions; in 
other words, it was equal to their 
“taxable income." This was true 
in the case of taxpayers using the 
regular tax computation, the alter- 
native tax, and the maximum tax 
computation methods. The regular 
method of tax computation involved 
applying a graduated set of rates 
to income subject to tax. Those 
taxpayers who had sufficiently 
large taxable income, some of 
which was from net long-term capi- 


Tax generated? 


(6) 
171,913,722 


126,380,021 
26,271,577 
8,814,175 
4,210,209 
5,917,589 


262,847 
57,303 


953,817 
7,296,826 


(12) 


4,146 
155,719 
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Table 3B.—All Returns: Computation of Taxable Income 
[All figures are estimates based on samples—money amounts are in thousands of dollars] 


Size of adjusted gross income 


Under $5,000 . 
$5,000 under $10,000 
$10,000 under $15,000 .. 
$15,000 under $20,000 .. 
$20,000 under $30,000 .. 


Size of adjusted gross income 


Inder $5,000 
$5,000 under $10,000 . 
$10,000 under $15,000 .. 
$15,000 under $20,000 


‘Includes zero bracket amount. 
NOTE: Detail may not add to total because of rounding. 


tal gains, found it advantageous 

to use the alternative tax computa- 
tion method. This method involved 
the application of a special capi- 
tal gains rate to the first $25,000 
($12,500 for married persons filing 
separately) of the taxable half of 
net long-term capital gains in ex- 
cess of short-term capital losses, 
with regular rates applied to the 
remaining "taxable income" (a com- 
bined amount comprising the remain- 
der of taxable capital gains and 
income from all other sources, less 
deductions). Under the maximum 
tax computation method, a portion 
of the income subject to tax was 
taxed, not at the graduated rates 
within the applicable tax rate 
schedule, but at a special 50 
percent rate. (All three types of 
tax computation are discussed in 
more detail below.) 

Income subject to tax on 
returns with the standard income 
averaging tax computation method or 
with tax on partially tax-exempt 
income, however, was not the same 
as taxable income. Because neither 
of these two methods involved, 
strictly speaking, a direct appli- 
cation of a set of tax rates to an 
amount of income subject to tax, 
it was necessary to compute an 
amount for the statistics in order 
to "fit" the returns into the mar-. 
ginal tax rate tables (tables 3.4- 
3.9). The computation used for the 
statistics started with "tax gener- 
ated" and worked backward from it 
to obtain a hypothetical income 
subject to tax. In other words, 
income subject to tax was defined 
as the amount of "taxable income" 
which would have produced the same 
tax had the regular tax computation 
method been used. For returns with 


215,176,997 
338,842 


the standard income averaging me- 
thod, the computed income subject 
to tax was lower than the actual 
amount since the tax was applied 
to the end result of a complex set 
of computations which determined 
an "average" of the taxpayer's 
current-year and prior-year in- 
comes. On returns with tax from 
partially tax-exempt income, on the 
other hand, income subject to tax 
could have been either greater than 
or less than taxable income, de- 
pending on whether the taxpayer 
used the maximum or alternative 
methods as well and whether these 
optional tax computation methods 
resulted in a net tax savings to 
the taxpayer, as shown in table 
3.1. (Both of these types of tax 
computation are discussed in more 
detail below.) 


Income subject to tax shown 
in this report is not entirely 
comparable with that shown in 
Previous reports since the total 
amount includes the zero bracket 
amount. Under the provisions of 
the Tax Reduction and Simplifica- 
tion Act of 1977, the zero bracket 
amount actually represented the 
first portion of income subject to 
tax; it was, however, subject to a 
zero percent tax rate and, there- 
fore, there was no tax generated 
on this amount. 


Table 3A provides a summary 
of the types of tax computation 
used by taxpayers. Of the $934.6 
billion of income subject to tax 
reported for 1977, all but $146.9 
billion was reported on returns 
for which the regular method of 
tax computation was the sole 
method used. 


Regular Method of Tax Computation 


The "regular" method of tax 
computation consisted of applying 
one of four sets of graduated tax 
rates to brackets of "taxable in- 
come." These tax rates were spe- 
ecified in the "tax rate schedule" 
and incorporated into the "tax 
tables." The set of rates used 
depended upon the taxpayer's 
marital status. For 1977, the 
regular method of tax computation 
was the sole method used on 77.6 
million returns. Of these, how- 
ever, only 64.6 million had income 
tax before credits (see tables 3A 
and 3.1). This occurred because 
the income subject to tax on those 
returns with no income tax before 
credits consisted entirely of the 
zero bracket amount and as such 
was subject to the zero percent 
rate. 


Maximum Tax Computation 


The Tax Reform Act of 1969 
contained a provision, effective 
beginning with Tax Year 1971, 
which eased somewhat the tax 
burden on those high-income 
persons whose income consisted 
largely of "personal service net 
income" (defined below). This was 
achieved by applying a maximum 
rate of 50 percent to income from 
personal service earnings, in con- 
trast to rates of up to 70 percent 
which applied to other types of 
income. Table 3.2 shows the compu- 
tation of the maximum tax, while ! 
table 3.1 shows selected character- 
isties of returns with the maximum 
tax, including tax savings due to 
the maximum tax. 
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ble 3C.—All Returns: Computation of Various Tax Concepts, by Size of Adjusted Gross Income 


= Size of adjusted gross income 


3S AS 


iF =F — 


eel 


ss 


gs are estimates based on samples—money amounts are in thousands of dollars) 


Tax from tax tables! 


] Tota income tx | income tax 


here for all returns with a tax, whether derived from the tax tables or the tax rate schedules. This amount was net of the “general tax credit." 
here for all returns with “tax generated,” even though a majority of the taxpayers did not actually have to compute this amount. 


here for all returns with a tax, whether derived from the tax tables or the tax rate schedules. This amount was before reduction by the * “general tax credit.” 
Seeman epaciel 10 yeut averait. multiple recipient 10-year averaging, accumula’ 
pension plan. 


1 NO : Detail may not add to total because of rounding. 
i 


{ "Personal service net income" 


asically consisted of amounts 
eceived as compensation for 
ersonal service actually rendered, 
h as salaries, wages, commis- 
ions, and gains from sales of 
roperty created by the taxpayer, 
jess certain expenses applicable 
yo that income. The Tax Reform 
ict of 1976 specified that begin- 
ing with Tax Year 1977, pensions, 
mnuities, and other deferred com- 
€nsation for personal services 
rendered in the past could also be 
neluded in personal service net 
NMeome. "Personal service taxable 
ncome" was obtained by multiplying 
axable income by the ratio of 
ersonal service net income to 
ldjusted gross income, and then 
jeducing the result (limited to no 
jore than the amount of taxable 
Income) by the "tax preference off- 
| et," which, for 1977, was equal to 
qe total amount of tax preferences 
feportable on Form 4625 (4ee "Addi- 
‘|ional Tax for Tax Preferences," 
iscussed in this section for the 
jefinition of tax preferences). 
or 1976 and previous years, the 
‘ax preference offset consisted of 
he larger of (1) tax preferences 
or the computation year in excess 
ye 20,000. or (2) the average of 
fax preferences in excess of 


B | 


General tax credit* 


All | Atoter wes | 


(6) 
171,913,722 


6,713,179 912,913 


Total tax liability 


a ie 3) 
Amount 


rae pre tay teas 


(26) 


tion distribution of trusts, recapture of prior—year credit for purchase of new principal residence, and penalty tax on premature distributions or 


$30,000 for the computation year 
and the 4 preceding years. 

That part of taxable income 
which was not personal service 
taxable income was “other taxable 
income." Other taxable income, in 
turn, consisted of "other taxable 
income subject to regular rates" 
and "other taxable income subject 
to the capital gains rate." The 
latter amount occurred whenever the 
taxpayer elected a combination of 
the maximum tax with the alterna- 
tive tax. In such cases, the tax- 
payer applied both the special 50 
percent maximum rate to personal 
service taxable income and the 
special 50 percent capital gains 
rate to the first $25,000 of the 
taxable portion of the excess of 
net long-term capital gain over 
net short-term capital loss. 

Table 3.2 divides the tax 
generated on maximum tax returns 
into four categories: that 
generated at regular rates on 
personal service taxable income 
(at the rates of 0 through 50 
percent); that generated at the 
maximum rate on personal service 
taxable income (50 percent); that 
generated at regular rates on 
other taxable income (rates over 
50 percent and up to 70 percent); 
and, for returns with the alter- 


native tax on long-term capital 
gains, that generated at the 
capital gains rate (50 percent). 


Alternative Tax Computation 


This computation limited to 
50 percent the tax on the first 
$25,000 (first $12,500 for married 
persons filing separately) of the 
taxable half of the excess of net 
long-term gain over net short-term 
eapital loss, so that the tax was, 
in effect, 25 percent of the excess 
net gain. (Because the alternative 
tax was computed at no less than 
50 percent, the computation was ad- 
vantageous only to taxpayers whose 
taxable income was large enough to 
be taxed at rates higher than 50 
percent under the regular tax com- 
putation method.) Amounts in 
excess of this $25,000 ($12,500) 
base were taxed at the regular 
rates. (See also "Alternative 
Tax" in section 6, Explanation of 
Terms. ) 

Table 3.3 shows capital gains 
and losses for alternative tax com- 
putation returns and table 3.1 
shows selected characteristics of 
returns with the alternative tax, 
including tax savings due to the 
alternative tax. 
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Income Averaging 


If a taxpayer's taxable income 
for 1977 exceeded the average tax- 
able income for 1973-76 by one- 
fifth and this excess was $3,000 or 
more, the taxpayer was eligible for 
the income averaging tax computa- 
tion method. Under this computa- 
tion, a part of an unusually large 
income in the current year was, in 
effect, taxed at the lower rate 
applicable to the first one-fifth 
of such income. Taxpayers choosing 
the income averaging tax computa- 
tion were not eligible for the 
special rates applicable to long- 
term capital gains under the alter- 
native computation or to personal 
service income under the maximum 
tax computation. 

Table 3.1 compares the tax 
liability of persons using the 
income averaging computation to 
the tax they would have incurred 
had they used the regular compu- 
tation. 


Computation of Tax on Partially 
Tax-Exempt Income 


Prior to Tax Year 1977, a U.S. 
citizen who had resided abroad for 
510 days within an 18-month period 
which also included the full tax 


year of the taxpayer could exempt 
$20,000 of foreign personal ser- 
vice income from taxation. This 
amount was raised to $25,000 if 
the taxpayer remained abroad for 
three years. The tax on the 
remaining income was computed 
without taking into account this 
exempt income. 

Under the procedure introduced 
by the Tax Reform Act of 1976 and 
postponed to Tax Year 1977 by the 
Tax Reduction and Simplification 
Act of 1977, the amount of foreign 
personal service income which could 
be exempted was reduced. The new 
amount was $15,000 and did not 
increase regardless of how long a 
taxpayer remained abroad. However, 
if the taxpayer worked for a chari- 
table organization, $20,000 could 
be excluded. Foreign personal 
service income included the same 
types of income as personal ser- 
vice income defined for purposes 
of the maximum tax computation 
above except that for any deferred 
compensation to qualify, it had to 
have been received by the taxpayer 
by the last day of the taxable 
year following the one in which it 
was earned. 

The tax on the non-exempt 
income was also computed differ- 
ently. Basically, the taxpayer 


first computed a tax on the full 
amount of income, including the 
tax-exempt amount, using either 
the regular, maximum, or alterna- 
tive tax computation methods. The 
taxpayer then computed the regular 
tax on the tax-exempt income. The 
difference between these two tax 
figures was the tax on the non- 
exempt income. This procedure 
generally resulted in a tax which 
was higher than the regular tax 
would have been on the same amount 
of taxable income. Therefore, 
table 3.1 shows a negative amount 
for tax savings on returns with ta 
on partially tax-exempt income. 
These rules, instituted by 
the Tax Reform Act of 1976 and 
postponed by the Tax Reduction and 
Simplification Act of 1977, were 
also postponed (until 1978) and 
revised by the Foreign Earned 
Income Act of 1978. However, 
because this Act did not become 
law until November 1978, no 
attempt was made to revise or 
amend the data for this report. 


Taxes From Special Computations 


These represented the second 
component of "income tax before 
credits" (in addition to "tax 
generated") and consisted of: 


Table 3D.—Returns With General Tax Credit: General Tax Credit by Type and by Size of Adjusted Gross Income 
[All figures are estimates based on samples—money amounts are in thousands of dollars} 


Size of adjusted gross income 


Size of adjusted gross income 


$10,000 under $15,000 . 
$15,000 under $20,000 . 
$20,000 under $25,000 .... 
$25,000 under $30,000 


$100,000 under $200,000 
$200,000 under $500,000 |. 
$500,000 under $1,000,000. 


‘Does not include zero bracket amount. 
NOTE: Detail may not add to total because of rounding. 


Nae Generel hunben = 
rekon credit noms 


$1,000,000 or more .... Ee oi 


| oa came retums with 
| oa came tax credit 


General tax credit by type 
Returns with taxable ae Se credit 


Dependent 
Piles ll Pe 


{__  sieinptions ir 


216,010 
777, 
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: (1) the "special averaging 

(from Form 4972), computed by 
xpayer who received a lump-sum 
’tribution from a qualified pen- 
*)} or retirement plan; 


(2) the "multiple recipient 
ial averaging tax" (from Form 

), computed by a taxpayer who 
tived a share of a single lump- 

distribution from a qualified 

ion or retirement plan; 
} (3) the tax on accumulation 
ributions of trusts (from Form 
)), computed by a taxpayer who 
bived a distribution in the 
trent year which was based on 
bme accumulated by a trust in 
or years; 

(4) the tax from recapture of 
br-year credit for purchase of a 
principal residence (from Form 
5), computed by a taxpayer who 
claimed the "new house credit" 
1976, but failed to replace it 

another qualifying new house 

n an 18-month period; 


(5) the penalty tax from pre- 
are or excess distributions 
in a self-employed (Keogh) 
Lrement plan or trust. 


nt 


nt 


None of these taxes could be 
reduced by the general tax credit, 
although they were subject to 
reduction by the other statutory 
credits. 


Tax Rates 


A tax rate is the percentage 
used to denote the rate at which 
all or a portion of an individual's 
income was taxed. More precisely, 
a tax rate shows a relationship 
between income tax before credits 
and income subject to tax. Tables 
3.5 through 3.9 show the amount of 
income subject to tax classified by 
the rates at which it was taxed; in 
other words, they show the income 
on each return subdivided into the 
amount taxed at each tax rate. 
Table 3.4 classifies returns two 
ways: in columns 10 to 12, a 
return is classified by each rate 
at which the individual was taxed; 
in columns 1 to 9, however, it is 
classified solely by the highest 
(or marginal) rate at which the 
individual was taxed. For Tax 
Year 1977, the first portion of 
income subject to tax, the zero 


bracket amount, on all returns was 
taxed at the new zero percent tax 
rate, as‘a result of the Tax 
Reduction and Simiplification Act 
of 1977. For those returns on 
which income subject to tax 
consisted entirely of the zero 
bracket amount, the zero percent 
rate was also the (highest) 
marginal rate. 

The examples shown in this 
section illustrate how various 
types of returns were "taxed" in 
the marginal tax rate table (table 
3.4). In examples 1, 5, and 6, 
income is taxed at each rate up 
through the marginal rate. In 
examples 2, 3, and 4, which depict 
returns with alternative, maximum, 
and alterrative-maximum tax com- 
putations, there are intermediate 
rates at which no income is taxed. 
These gaps occur at the points 
where personal service income 
would have been taxed had it not 
been for the 50 percent maximum 
rate on personal service income or 
where long-term capital gains 
would have been taxed had it not 
been for the alternative 50 
percent tax on capital gains. 


le 3E.—Returns With New Jobs or Work Incentive (WIN) Credits: Selected Sources of Income by Size of Adjusted Gross 
ome 
es are estimates based on samples—money amounts are in thousands of dollars] 


Size of adjusted gross income 


Size of adjusted gross income 


Size of adjusted gross income 


Adjusted 
ae Abel 
ie ci 


Total 
Business and 
Farm net Partnership net A 
Fe eee te profit less loss profit less loss Total income tax 
Number Snider as 
of Amount 
returns 
se a i) 
6,481,017 ~9, 
81,000 2,139 
526,107 62,450 
1,042,466 178,059 
1,740,890 539,980 
3,090,555 3,221,009 


hed bed ene ee 
Amount 
its te soar 


a 


Total income tax 


4,253,114 
55,403 


Returns with work incentive (WIN) credit 


| BSE 
| BSE 
profit less loss 


JEstimate should be used with caution because of the small number of sample returns on which it is based. 
Identifies (a) size classes for which data were deleted because of the small number of sample returns on which they were based and (b) combined frequencies or amounts that include the data thus deleted from another size class. 


NOTE: Detail may not add to total because of rounding. 


Farm net Partnership net 
profit less loss 


profit less loss Total income tax 


— ol Mer pene 
Amount 


(33) 
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General Tax Credit 


The general tax credit was 
extended for Tax Year 1977 by the 
Tax Reform Act of 1976 and revised 
by the Tax Reduction and Simplifi- 
eation Act of 1977. For Tax Year 
1977, for all taxpayers except 
married persons filing separate 
returns, the general tax credit 
equalled the larger of: 

(1) the personal exemption 
credit, equal to $35 multiplied by 
the number of exemptions, including 
those for age and blindness; or 

(2) the taxable income credit, 
equal to 2 percent of taxable in- 
come (reduced by the appropriate 
zero bracket amount), up to $180. 

Married persons filing sepa- 
rately could only use the personal 
exemption method of computing this 
credit. 

Table 3D shows the number of 
returns with each of these types 
of the general tax credit. 


New Jobs Credit 


The "new jobs credit" was 
first introduced for Tax Year 1977 
by the Tax Reduction and Simplifi- 
cation Act of 1977. It was de- 
signed to encourage employers to 
hire additional employees by allow- 
ing a credit against tax for the 
wages paid to the additional 
employees. The new jobs credit 
was in addition to the work incen- 
tive (WIN) credit, in effect since 
1971, which encouraged employers to 
place individuals in on-the-job 
training or employment through the 
Work Incentive Program. Table 3E 
provides selected data for returns 
with either the new jobs or WIN 
eredits. More information on the 
new jobs credit, including the 
computation of the credit, can be 
found in Statistics of Income-- 
1977, Business Income Tax Returns. 


Earned Income Credit 


This was a credit against 
income tax for taxpayers with 
adjusted gross income of less than 
$8,000 and was equal to as much as 
10 percent of the first $4,000 of 
"earned income." To be eligible, 
the taxpayer had to have provided 
a home the entire taxable year for 
either a child who was under 19 
years of age or a full-time stu- 
dent, or a dependent child (regard- 
less of age) who was disabled. The 
computation of the earned income 
eredit, which is detailed in table 
3.13, worked as follows: 

(1) "Total earned income" was 
computed by adding together sala- 
ries and wages and self-employment 
income (less self-employment 
losses), and then subtracting any 
amount exempted from taxation as a 
disability pay exclusion. Self- 
employment income (net) was the 


amount reported on Schedule SE for 
the purpose of computing the self- 
employment tax and included either 
net earnings from sole proprietor- 
ships and partnerships or two- 
thirds of gross profits, limited 
to $1,600. 

(2) If total earned income 
exceeded $8,000, the taxpayer was 
not eligible for the earned income 
credit, even if adjusted gross 
income was less than $8,000. For 
all remaining returns, a tentative 
"earned income credit before phase- 
out" was computed by taking 10 per- 
cent of total earned income. 

(3) The figure computed in (2) 
above was first limited to $400. 
Then, if either adjusted gross 
income or total earned income 
exceeded $4,000, the figure was 
further reduced, i.e., "phased 
out," by 10 percent of the excess 
of the larger of these two amounts 
over $4,000. The result of this 
computation is shown as "earned 
income credit after phaseout, 
total." 

Since the earned income 
credit could result in a refund, 
even taxpayers with little or no 
tax liability could receive the 
benefit of the full amount. For 
the purpose of these statistics, 
the following components of the 
earned income credit were distin- 
guished: 

(1) "Used to offset income 
tax before credits." Computed on 
a return-by-return basis, this was 
the lesser of (a) earned income 
eredit after phaseout, or (b) in- 
come tax before credits minus all 
credits except the earned income 
credit. If the former exceeded 
the latter, income tax after 
credits became zero, and the 
return was classified as nontax- 
able for this report. 

(2) "Used to offset all other 
taxes." Computed for returns with 
no income tax after credits (after 
the adjustment in (1) above, if 
any), it equalled the lesser of (a) 
earned income credit after phaseout 
minus earned income credit used to 
offset income tax before credits, 
or (b) the sum of all taxes (ex- 
cept income tax after credits) 
included in "total tax liability." 
This amount was used to reduce 
total tax liability; however, the 
individual components of total tax 
liability were not reduced. 


(3) "Refundable portion." 
Computed for returns with no "total 
tax liability" (after the adjust- 
ment in (2) above, if any), it 
equalled the excess of earned 
income credit after phaseout over 
the amounts computed in (1) and 
(2) above. This amount is included 
in the amount for tax overpayment 
shown in tables 3.18 and 3.19. 

The number of returns with the 
earned income credit shown in this 
report represents both taxpayers 


who claimed the credit on their 
returns as originally filed and 
taxpayers who subsequently claim 
the credit after being notified b 
the Internal Revenue Service duri 
the course of processing the 
returns for revenue purposes that 
they were apparently eligible to 
receive it. For purposes of the 
statistics, data for returns in 
the latter category were obtained 
from the Internal Revenue Service 
Individual Master File to supple- 
ment the data tabulated from thos 
taxpayers who claimed the credit 
their returns as originally filed 
in order to present more accurate 
information on the number of 
returns and the amount of the 
earned income credit for Tax Year 
1977. 


Child Care Credit 


This was a credit against 
income tax for taxpayers who had 
paid for child or dependent care 
during the year in order to be 
gainfully employed. The credit 
was equal to 20 percent of the 
expenses eligible for the credit 
in the current year. The 
computation of the child care 
eredit, which is detailed in table 
3.14, went as follows: 

(1) "Maximum qualifying 
expenses" were determined by the 
number of qualifying individuals 
in the household. The maximum 
amounts were $2,000 for one 
qualifying individual and $4,000 
for two or more, limited in either 
case to the actual expenses in- 
curred during the year. 

(2) The maximum qualifying 
expenses were subject to further 
reduction by the "earned income 
limitation." This was the amount 
of earned income received by the 
taxpayer or, in the case of a 
joint return, the lesser of the 
earned incomes of the two tax- 
payers. "Expenses limited to 
earned income" tas the lesser of 
the maximum qualifying expenses or 
the earned income limitation. 

(3) If that portion of the 
expenses incurred in 1977 for 
which payment was made in 1977 was 
less than the "expenses limited to 
earned income", then only the 
amount for which payment had been 
made was eligible for the credit 
in 1977. The difference could be 
earried over to 1978. 

(4) If a taxpayer had 
incurred child or dependent care 
expenses which would have been 
eligible for the credit in 1976 
except for the fact that payment 
was not made until 1977, and the 
total expenses incurred in 1976 
did not exceed the limitations in 
1976, then those expenses paid in 
1977 were eligible for the credit 
for 1977. 


1(5) Finally, the credit was 
ted by adding together the 
ui and 1977 expenses eligible 
Wehe 1977 credit and multi- 

g the sum by 20 percent. 


ticional Tax for Tax Preferences 


First introduced for 1970, the 
se of the additional tax was 
ake possible the taxation, to 


consideration in arriving at 
le income. These amounts 


tment and were described in 
law as "tax preferences." The 
tax preference items were 
tal gains (the net long-term 
al gains in excess of short- 
capital losses) and the "item- 
deduction tax preference." 
detailed description of all 
oreferences, 422 "Tax Pref- 
ces" in section 6, Explanation 
arms. 
For 1977, any married person 
1g separately with $5,000 or 
of total tax preferences and 
other person (including mar- 
persons filing jointly) with 
000 or more of total tax pre- 
nees had to file a Form 4625, 
Jatation of Minimum Tax. 

ver, a portion of total tax 


preferences was excludable in 
arriving at tax preferences 
subject to tax. For 1977, this 
excludable portion was the larger 
of the standard exclusion or the 
exclusion due to taxes. The stand- 
ard exclusion was $10,000 ($5,000 
for married persons filing sepa- 
rately). The exclusion due to 
taxes was one-half of the sum of 
income tax after credits, tax from 
recomputing prior-year investment 
and work incentive (WIN) credits, 
and the penalty tax on premature 
redemption of individual retirement 
bonds, less the special income 
averaging tax, the tax on accumu- 
lation distributions of trusts, 

and penalty taxes on self-employed 
pension plans. 

For 1977, the tentative tax on 
tax preferences equalled 15 percent 
of the tax preferences subject to 
tax. The actual additional tax for 
tax preferences equalled the tenta- 
tive tax reduced by: 

(1) 15 percent of any 1977 
business net operating loss which 
the taxpayer could carry to a fu- 
ture year (this amount to be paid 
as a deferred minimum tax in the 
year to which the net operating 
loss was carried); 

(2) "unused" portions of the 
elderly, political contributions, 
and child care tax credits (the 
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unused portion was the amount by 
which these credits exceeded 

income tax before credits reduced by 
the general tax credit); and 

(3) any tax based on tax 
preferences from which the tax- 
payer derived no benefit (this 
occurred when the taxpayer had 
more than enough deductions and 
exemptions to offset adjusted 
gross income). 

The final step in arriving at 
the current year's additional tax 
for tax preferences was to add in 
the "deferred minimum tax," based 
on a net operating loss carryover 
from a prior year. 


Overpayment and Tax Due 


Tables 3.17 through 3.20 
classify taxpayers by whether they 
ended the year with a tax overpay- 
ment or a tax due at time of 
filing. The data shown in these 
tables reflect the effect of the 
earned income credit for 1977 
(i.e., the amount of tax overpay- 
ment increased and the amount of 
tax due decreased). Excluded from 
these tables were returns with 
neither a tax due nor a tax over- 
payment. Generally, these were 
returns with low income, no tax 
liability, and no income tax 
withheld. 


77 
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Six examples 
of returns with 
different 
methods of tax 
computation 


Example 1 — Joint Return with Income 
Subject To Tax at Regular 
Rates Only 


Derivation of Income Subject to Tax: 
$120,000 - Adjusted gross income 
-300 — Excess itemized deductions 
-1,500 - Exemption amount 


$118,200 - Income subject to tax 


Derivation of Regular Tax: 

Ist $0 

Next $140 

Next $150 

etc 

Next $ $7,200 

Next $ $9,300 
$118,200 Income tax before credits . . $54,480 


Total credits......0....... ee -4,000 
Income tax after credits. . 


Example 2 — Joint Return with Income 
Subject to Tax at Regular and 
Alternative Rates 


Derivation of income Subject to Tax: 
$120,000 - Adjusted gross income (including 1/2 
excess net long-term capital gain of $55,000) 
-300 - Excess itemized deductions 
1,500 - Exemption amount 


ied = Income subject to tax 

- Ordinary income taxed at regular rates 
$000 — Capital gains taxed at 50% rate 
$30,000 - Capital gains taxed at regular rates 


Derivation of Regular Tax on $63,200 Ordinary income: 


1st $3,200 taxed at 0%... ; a $0 

Next $1,000 taxed at 14%. apes $140 

er eee 1. Bese tis Batya $150 

Next $8,000 taxed at 50% $4,000 

Next $8,000 taxed at 53% $4,240 

$63,200 $22,300 
Derivation of Tax on $55,000 of Capital Gains: 

Ist $25,000 taxed at 50% rate $12,500 

Next $3,000 taxed at 58% rate $1,740 

Next $12,000 taxed at 60% rate $7,200 

Next $15,000 taxed at 62% rate $9,300 

$55,000 $30,740 

Derivation of Income Tax: 

$22,300 

$12,500 

$18,240 

$53,040 

-4,000 

$49,040 


Example 3 — Joint Return with Income 
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Subject to Tax at Regular and Maximum 


Rates 


Derivation of Income Subject to Tax: 

$96,000 - Personal service net income (In this example, 
salaries and wages. See text on Maximum 
Tax Computation.) 

$24,000 — Interest 

$120,000 - Adjusted gross income 

-300 — Excess itemized deductions 
-1,500 -— Exemptions 

$118,200 - Total income subject to tax 

$94,560 - Personal service taxable income 
{$96,000 $118,200 
$120,000 
See text on Maximum Tax Computation) 


$55,200 — Personal service taxable income taxed at 
regular rates 

$39,360 - Personal service taxable income taxed at 
maximum rate 


$23,640 — Other taxable income taxed at regular 
rates 


Derivation of Regular Tax on $55,200 of Personal 
Service Taxable Income: 
1st $3,200 taxed at 0%... eee ees é 
Next $1,000 taxed at 14% ie 
Next $1,000 taxed at 15% . 
ate... 
Next $4,000 taxed at 48% 0... > 
Next $8,000 taxed at 50%... cee Sincere eee 5 


$55,200 


Derivation of Tax at Maximum Rate on $39,360 of 
Personal Service Taxable Income: 
$39,360 taxed at 50% (AO... cesses seep veceeeeenes 


Derivation of Regular Tax on $23,640 of Other 
Taxable income: 


Ist $8,640 taxed at 60%... eee ee ece eee ee ee ees 
Next $15,000 taxed at 62%... 0.0 ..e ccc eeeeeee eee er eee 


Derivation of Income Tax: 


Regular tax on personal service taxable income............. 
Tax at maximum rate.......... ae 4 
Regular tax on other taxable income . Pore ae 


income tax before credits... 00.6... cece cece e eee en es 
Total credits . . See eis 


Income tax after credits 


Example 4 — Joint Return with Regular 
Tax, Maximum Tax and Alternative Tax 


Derivation of income Subject to Tax: 


$90,000 - Personal service net income 
$30,000 - 1/2 excess net long-term capital gain 


$120,000 - Adjusted gross income 
-300 - Excess itemized deductions 
-1,500 — Exemption amount 


$118,200 - Total income subject to tax 
$88,650 - Personal service taxable income 


{830,000 $118,200) 
$120,000 


$55,200 — Personal service taxable income taxed at 
regular rates 
$33,450 - Personal service taxable income taxed at 
maximum rate 
$29,550 - Capital gains income 
$25,000 - Capital gains taxed at 50% rate 
$4,550 — Capital gains taxed at regular rates 


$19,680 


$5,184 


$9,300 


$14,484 


$18,060 
$19,680 


$14,484 


$52,224 


4,000 


$48,224 


Derivation of Regular Tax on $55,200 of Personal 
Service Taxable Income: 

1st $3,200 taxed at 0%... 
Next $1,000 taxed at 14%... 
Next $1,000 taxed at 15%... 
etc... 

Next $4,000 taxed at 48%... 
Next $8,000 taxed at 50% 


$55,200 


Derivation of Tax at Maximum Rate on $33,450 of 
Personal Service Taxable Income: 
$33,450 taxed at 50% rate... eee ee nsec eee 


Derivation of Tax on Capital Gains: 


1st $25,000 taxed at 50% rate 
Next $4,550 taxed at 62% rate. 


$29,550 


Derivation of Income Tax: 


Regular tax on personal service taxable income............. 
Tax at maximum rate... fe 


Income tax before credits... 0.0... cc ssecevesseneerer sense 
Total credits ............. a6 


Income tax after credits 


Example 5 — Joint Return with income 
Averaging 


Derivation of Income Subject to Tax: 
$120,000 - Adjusted gross income 
~300 - Excess itemized deductions 
-1,500 - Exemption amount 


$118,200 - 1977 income subject to tax before income 


averaging 
$103,200 - 1977 income subject to tax after income 
averaging 


Derivation of Regular Tax on $103,200 of income S 

to Tax After income Averaging: 
1st $3,200 taxed at 0%... 2... eede eee eeeeeeeeneeuee 
Next $1,000 taxed at 14%... é 
Next $1,000 taxed at 15% 
OG sis 
Next $12,000 taxed at 58% 00... ceeeeeeeeecsereeee 
Next $12,000 taxed at 60%... 0... ccccese eee esen een eweeee 


$103,200 


Example 6 — Joint Return with Tax on 
Partially Tax-Exempt Income 


Derivation of Income Subject to Tax: ; 
$135,000 - Adjusted gross income, including 
excludable foreign personal service income 
-15,000 - Tax-exempt foreign personal service income 
$120,000 — Adjusted gross income 
~300 - Excess itemized deductions 
-1,500 — Exemption amount 


$118,200 — Income subject to tax 


Derivation of Tax on $118,200 of income Subject 
to Tax: 


ist $200 taxed at 22% 
Next $4,000 taxed at 25% 
Next $4,000 taxed at 28%... 
etc 

Next $20,000 taxed at 62% 2.0.0... oe cee ces eee ee serene 
Next $10,000 taxed at 64%... cece cee ees eeeeeene 


$118,200 
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fons showing how the six example returns are p ted In table 3.4 
Classified by the highest rate at which tax was computed 


Classified by each rate at 


As ord of— Income tax 
Number of generated 

Total eae ses ae | shina pags 
(Dollars) foained (Dollars) 


[fame [ome| eam | or | om | an | | ME | | (12) 


1.—Data Reported on Joint Return With Income Subject to Tax at Regular Rates Only 


120,000 15,000 50,480 54,480 
» 140 
150 
4,000 
a 6,360 
rs 6,600 
ae 6,960 
é. 7,200 
Brent 120,000 118,200 50,480 42.7 9,300 
2.—Data Reported on Joint Return With Income Subject to Tax at Regular Rates and Capita! Gains Rate 

120,000 15,000 53,040 
¢ 140 
150 
1 4,000 
ae 1 12,500 
1 4,240 
at 1 1,740 
x 1 7,200 

120,000 15,000 49,040 40.9 1 9, 

3.—Data Reported on Joint Return With Income Subject to Tax at Regular Rates and Maximum Rate 

120,000 15,000 1 52,160 
1 = 
1 140 
1 150 
4,000 
19,680 
4,800 
120,000 118,200 52,224 48,224 9,300 


4.—Data Reported on Joint Return With Income Subject to Tax at Regular Rates, Maximum Rate and Caplta!l Gains Rate 


120,000 2,821 118,200 50,106 

: 3,200 = 

FF 1,000 140 

Fe 1,000 150 
000 


8,000 4,000 
: 25) 12,500 
33,450 16,725 
is 1 120,000 118,200 2,821 46,106 4,550 2,821 


5.—Data Reported on Joint Return With Income Averaging 


120,000 103,200 39.9 1 45,180 

1 = 

1 140 

1 150 

1 4,000 

1 6,360 

Sots 1 6,600 
fee 1 6,960 
\ 120,000 103,200 45,180 7,200 41,180 1 7,200 


6.—Data Reported on Joint Return With Tax on Partially Tax—Exempt Income 


eet Si 
- ool 

1,000 

- 1,120 

’ 12,400 
120,000 118,200 10,000 61,764 57,764 10,000 6,400 
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Table 3.1—Returns With Income Subject to Tax: Adjusted Gross Income, Deductions, Exemptions, Taxable Income and Tax 
Items by Size of Adjusted Gross Income and by Type of Tax Computation 


are estimates based on samples—money amounts are in thousands of dollars) 


Exemptions 


Type of tax computation by size 
of adjusted gross income 


142,412,845| 787,740,553 


19,179,257 33,709,078 
31,455,705 108,406,000 
28,124,789 142,217,649 
157,189,253 
320,321,948 


105,671,243 


176,413 
1,331,628 
5,764,834 
64,168,106 


25,603,180 
5,637,436 
2,007,088 
511,958 
470,600 


Returns With Maximum and Regular Tax 
Computation 


20,716,909 


83,806 
6,762,670 
9,338,160 
3,483,155 
633,738 
415,381 


9,265,059 


1,611,505 
4,060,270 
2,424,339 
578,190 
390,754 


14,626,463 


948,748 
2,078,413 
4,851,739 
3,428,910 
1,750,246 


651,143 
917,263 
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Table 3.1—Returns With Income Subject to Tax: Adjusted Gross Income, Deductions, Exemptions, Taxable Income and Tax 
Items by Size of Adjusted Gross Income and by Type of Tax Computation—Continued 


[All figures are estimates based on samples—money amounts are in thousands of dollars] 


Income subject to tax 
size of adjusted gross income Total! eg personal service income tax rate 


Number of Number of Number of Ni miter] 
Pe [me [PS [ee oe [oe 
ee a a a 
Returns With Regular Tax Computation 
Only 
Tole bocteeseeccsccs-n occa sccarences sees svane esatscanadecse 192,816,611 


Under $5,000 . oe 
$5,000 under $10,000 ... 

$10,000 under $15,000 .... 
$15,000 under $20,000 ... 
$20,000 under $50,000 


$50,000 under $100,000 ..... 
$100,000 under $200,000 ... 
$200,000 under $500,000 ... 
$500,000 under $1,000,000 ... 
$1,000,000 or more ....... 


Returns With Income. Averaging Tax 
Computation 


Under $5,000 ... 
$5,000 under $10,000 . 
$10,000 under $15,000 
$15,000 under $20,000 .. 
$20,000 under $50,000 .. 


$50,000 under $100,000 ..... nf 
$100,000 under $200,000 ........ F netic re 
$200,000 under $500,000 ...... : aot SAOBaAAS F 
$500,000 under $1,000,000 2.0.0... ccc cece cece e es 
$1,000,000 or more ...............5 


Returns With Maximum ‘and Regular Tax 
Computation 


TORM ..cccncccccccccccccnccccevecseccesesseccssessscoconsecs 


Under $50,000 . aegOneEwe 
$50,000 under $100,000 . Bate aoadk 
$100,000 under $200,000 . mee 
$200,000 under $500,000 ..... 
$500,000 under $1,000,000 ; 
$1,000,000 or more .............. 


Returns With Maximum and Alternative Tax 


Computation 
MORON eve dewstewtessscscdcesecaccsbencocccdsanansaansvaccuanus 346,441 
Under $50,000 . EQGAOACCO . toot — 
$50,000 under $100, (000 see Seoeueeeee 47,781 
$100,000 under $200,000 ..... 7 5 i 181,839 
$200,000 under $500,000 . 99,324 
$500,000 under $1,000,000 13,501 


$1,000,000 or more F 
Returns With Alternative Tax Computation 


Only 
1.01) Sonscocnnc6scdnscosococs cc CenouOROcen ec cadanerinaccoccs 1,059,402 
Under $20,000 .. 1,336 
$20,000 under $50,000 10,166 
$50,000 under $100,000 449,815 
$100,000 under $200,000 . 423,424 


$200,000 under $500,000 
$500,000 under $1,000,000 . 
$1,000,000 or more 


Returns With Tax on Partially Tae weep 
Income 


Under $5,000 

$5,000 under $10,000 

$10,000 under $15,000 ... : . 
$15,000 under $20,000 .......... : Sco eens : 
$20,000 under $25,000 ......... : 

$25,000 under $30,000 


$30,000 under $50,000 
$50,000 under $100,000 ... 
$100,000 under $200,000 .... 
$200,000 under $500,000 .. 
$500,000 under $1,000,000 
$1,000,000 or more 


Footnotes at end of table 
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Table 3.1—Returns With Income Subject to Tax: Adjusted Gross Income, Deductions, Exemptions, Taxable income and Tax 
Items by Size of Adjusted Gross Income and by Type of Tax Computatlon—Continued 


(All figures are estimates based on samples—money amounts are in thousands of dollars] 


Type of tax computation by size 
of adjusted gross income 


Number of 
returns 


Returns With Regular Tax Computation 
Only 


Wedel eMPePeE eecisetusts catccencatcscussducrcuasccsecscrthasaucbenens 126,534,483 
Under $5,000 ..... 913,174 
$5,000 under $10,000 . 10,377,210 
$10,000 under $15,000 .. 19,199,933 
BNESIMINVEN W000". ccrecercutcsscscevsesvaquedevierens 24,457,155 
$20,000 under $50,000 02.0... ccccceeceeen ees : 62,795,874 
$50,000 under $100,000 2.0.2... cccccceceeees : 7,042,336 
$100,000 under $200,000 . se 794,172 
$200,000 under $500,000 ... 403,956 
$500,000 under $1,000,000 . Wiles 191,347 
$1,000,000 or more ............60005. 359,325 

Returns With Income Averaging Tax 
Computation 

NGMaN eneeee nce pace cccauvsbonriccssrrccsredsssccoscasectuedsscscwssasas 26,287,346 
Under $5,000 ...........600005 = 
$5,000 under $10,000 . 19,503 
$10,000 under $15,000 . 180,050 

886,719 
13,304,074 
7,927,578 
2,326,636 
1,029,769 
303,629 
309,387 
8,624,088 
28,947 
2,515,673 
3,982,006 
1,714,475 
343,888 
239,098 


**4.756 
fs 
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Table 3.1—Returns With Income Subject to Tax: Adjusted Gross income, Deductions, Exemptions, Taxable Income and Tax 
Items by Size of Adjusted Gross Income and by Type of Tax Computation—Continued 


[All figures are estimates based on samples—money amounts are in thousands of dollars} 


Type of tax computation by size 
of adjusted gross income 


Returns With Beer Tax Computation 
ASMA oy catecndecasesaevesaune snusalsc@sapepersuansdeccedaears 


Wn) CACO Sb grentace 2Ack pr eoREe GL ODODE RE RoE Hacos sano apr sececionr 
$5,000 under $10,000 .. =0h0- 
$10,000 under $15,000 . 
$15,000 under $20,000 . 
$20,000 under $50,000 


$50,000 under $100,000 ........... 6. ..c cece eee 
$100,000 under $200,000 .. 
$200,000 under $500,000 .... 

$500,000 under $1,000,000 .. 54 
STOOO COO TON TIMON OD cie(eie(olslere aivieloloielslaiels’ovleislslsisle'slarrioreleiris'slefels(eleletsleiestetn'arals 


Returns With Income Averaging Tax 
Computation ~ 


TORD ...cccscccccccccvccecccccsccccsencscsncacvecssesceases conde 


Under $5,000 
$5,000 under $10,000 .. 
$10,000 under $15,000 . 
$15,000 under $20,000 . 
$20,000 under $50,000 ... 


$50,000 under $100,000 .. 
$100,000 under $200,000 . 
$200,000 under $500,000 .... 

$500,000 under $1,000,000 .. mee ; weeaa as 
$1000 000) or MmOre) icccecs ccc acscccpew=corwracesccsncncusncacscsWonene 


Returns With Maximum and Regular Tax 
Computation 


Total ... aecesene 
Under $50,000 ....... 


$50,000 under $100,000 .. Sees een 


$100,000 under $200,000 . 
$200,000 under $500,000 . 
$500,000 under $1,000,000 


$1,000,000 or More ..... 22... ccc cece eee eee ees Sh Sh, Re oe: 


Returns With Maximum and Alternative Tax 
Computation 


Under $50,000 .. 
$50,000 under $100,000 .. ae COCO 
$100,000 under $200,000 .... 20... ccc cece cece eee ene rene eeeeeeeeeuees 
$200,000 under $500,000 . <aceaeee 
$500,000 under $1,000,000 ................05 Vee 
SO ICTS) Sedceseoocces Ee coreaceeppaconhc aacccn 


Returns With Alternative Tax Computation 


Income 


Under $5,000 ................:eeeeeeee ; 
$5,000 under $10,000 . 0 
$10,000 under $15,000 ... 
$15,000 under $20,000 ... 
$20,000 under $25,000 ... 
$25,000 under $30,000 


$30,000 under $50,000 ................0008. neat von cle u ee 
$50,000 under $100,000 .. Beeralecchic actos 

$100,000 under $200,000 . 
$200,000 under $500,000 ... 
$500,000 under $1,000,000 . RARE SECU COC 
ST OOOOOO Oro aca cicis Serciaacttioescemaasalsisntatelclar wateinaaeelela armor 


— 


— aa 
manne 


64,620,401 


6,713,484 
17,968,878 
14,085,591 
10,976,625 
14,382,801 


467,896 
20,318 
3,752 
697 
359 


* Estimate should be used with caution because of the small number of sample returns on which it is based. 
**\dentifies (a) size classes for which data were deleted because of the small number of sample returns on which they were based and (b) combined frequencies or amounts that include the data thus deleted from another size class. 


‘Includes zero bracket amount. 
2Income tax before credits, excluding tax from special computations. 


3A negative amount in this column indicates that the tax computation resulted in a higher tax than the regular computation would have. 


NOTE: Detail may not add to total because of rounding. 


ee 
| Asa percent of— | 


: 
subject gross 
to tax income 

(33) (34) 


ar 
nan 


g 


ERS 
O2nOCBL® 


= 
es 


verage 
income tax 
(dollars) 


(35) 
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Table 3.2—Returns With Maximum Tax on Personal Service Income: Adjusted Gross Income, Personal Service Net Income, 
Taxable Income, and Income Tax Before Credits by Size of Taxable Income 


[All figures are estimates based on samples—money amounts are in thousands of dollars} 


ted bracket amount . 


te eae ee a6 
to maximum rate On personal SerVICe INCOME ..... 6.6... cece eee cece seen tees eee cnet eee en neue eee 
ee nee, Rear 


At capital gains rate .......... af 
At maximum rate on personal Service INCOME ......... 20. .ccecee ees ee ee eeecu ee ee sees eens cues eneeeeneeen 


Subject to regular rates : : 53 964,550 
Subject to maximum rate on personal service INCOME ....... 0c... 6.ceeceeseceeeeseuceueeeeeeeseueeeeees 304, 3,523,921 


779 
1,127,682 
42,499 
1,761,956 


“Estimate should be used with caution because of the small number of sample returns on which it is based. 
‘Includes zero bracket amount. 
NOTE: Detail may not add to total because of rounding. 
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Table 3.3—Returns With Net Gain From Sales of Capital Assets: Gains and Losses by Type, by Size of Adjusted Gross Income, 
and by Selected Types of Tax Computation 


[All figures are estimates based on samples—money amounts are in thousands of dollars] 


Returns with regular tax computation rates only? 
Short-term capital gains and losses 


Number of 
returns! 


Size of adjusted gross income Number of 


$5,000 under $10,000 ; Res ccuncecnecetee 
$10,000 under $15,000 ........ scaeneeles 
$15,000 under $20,000 2 oe sehen 
$20,000 under $25,000 
$25,000 under $30,000 


$30,000 under $50,000 
$50,000 under $100,000 at 
$100,000 under $200,000 2.0... e eden 
$200,000 under $500,000 peck Co ceanpReee aes 

$500,000 under $1,000,000 Picracscusecrarsamemescetetens 
BI, 000, 000 LOriimOne Gir srisie « cajatststatelnetse x cetereleicniistostelstnclsietete apaerocce ; 


Long-term capital gains and losses 


Net capital gain Net capital loss 
ac | Se 


Size of adjusted gross income 


Under $5,000 ...... sabeeoe seas > 
$5,000 under $10,000 ..............c eee 

$10,000 under $15,000 
$15,000 under $20,000 
$20,000 under $25,000 
$25,000 under $30,000 


$30,000 under $50,000 ROCLOn Code 
$50,000 under $100,000 Pets. FOR, 
$100,000 under $200,000 ... Enno oacee 
$200,000 under $500,000 .. 
$500,000 under $1,000,000 
$1,000,000 or more ......... 


1,083,788 
4,981,710 
8,232,530 
11,503,706 
13,243,112 
11,902,817 


29,474,340 
16,175,754 
4,141,657 
1,883,573 
578,563 


i 


Additional tax for 


Size of adjusted gross income tax preferences 


Total .. Siratcesticie's viva ctauaaemtnietaleiere fe setae 


Under $5,000 ....... Aa ERE, Mages teas a5 — 
$5,000 under $10,000 . °447 
$10,000 under $15,000 *441 
$15,000 under $20,000 . 182 
$20,000 under $25,000 459 
$25,000 under $30,000 °86 
$30,000 under $50,000 . 4,134 
$50,000 under $100,000 24,638 


$100,000 under $200,000 ...............cce eee 
$200,000 under $500,000 

$500,000 under $1,000,000 

$1,000,000 or more 


Footnotes at end of table. 
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Table 3.3—Returns With Net Gain From Sales of Capital Assets: Gains and Losses by Type, by Size of Adjusted Gross Income, 
and by Selected Types of Tax Computation—Continued 
[All figures are estimates based on samples—money amounts are in thousands of dollars} 


Returns with alternative tax computation‘ —Continued 


Long-term capital gains and losses 


Net long-term capital gain in 
excess of short-term capital loss 


Amount subject to tax at— 
Nontaxable 
Total halt 


Se a a 


Short-term | gains 
and losses—Continued 


Size of adjusted gross income 


(39) 


8 
om 
s 
2 
= 
c<} 
$s 
oS 


(Veil Vode jel 
tL LL 4 


19,736 

175,001 

1,151,522 314,361 
462,678 


736,257 


Additional tax for 
tax preferences 


Under $5,000 . 
$5,000 under $10,000 .. 
$10,000 under $15,000 . 


eevee 


8 
Se yriii 


, "15,767 *°23,718 

28,142 15,636 43,089 

11,540 5,565 38,045 

886,226 1,815 1,532 19,728 
1,078,051 701 736 


*Estimate should be used with caution because of the small number of sample returns on which it is based. 
**Identifies (a) size classes for which data were deleted because of the small number of sample returns on which they were based and (b) combined frequencies or amounts that include the data thus deleted from another size class. 

‘Includes returns with no tax computation; these returns were excluded from all subsequent columns. 

"Includes returns with income averaging and returns with maximum tax on personal service income not also having an alternative tax. 

‘Includes zero bracket amount. 

‘Includes those returns with maximum tax on personal service income also having an alternative tax computation. 

*Capital gains taxed at upper rates. 

NOTE: Detail may not add to total because of rounding. 
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Table 3.6—Joint Returns and Returns of Surviving Spouses With Income Subject to Tax: Tax Generated by Rate and by Size of Adjusted Gross Income—Continued 


[All figures are estimates based on samples—money amounts are in thousands of dollars) 
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Footnotes at end of table. 
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Classes for which data were deleted because of the small number of sample returns on which they were based and (b) combined frequencies or amounts that include the data thus deleted from another size class. 


Size of adjusted gross income 
‘includes zero bracket amount. 
NOTE: Detail may not add to total because of rounding. 


Table 3.6—Joint Returns and Returns of Surviving Spouses With Income Subject to Tax: Tax Generated by Rate and by Size of Adjusted Gross Income—Continued 


[All figures are estimates based on samples—money amounts are in thousands of dollars) 
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Tax generated at specified rate—Continued 
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‘inctudes zero bracket amount. 


*Less than $500. 


Table 3.7—Separate Returns of Husbands and Wives With Income Subject to Tax: Tax Generated by Rate and by Size of Adjusted Gross Income—Continued 


[All figures are estimates based on samples—money amounts are in thousands of dollars) 


NOTE: Detail may not add to total because of rounding. 
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Table 3.8—Returns of Heads of Households With Income Subject to Tax: Tax Generated by Rate and by Size of Adjusted Gross Income—Continued 


{All figures are estimates based on samples—money amounts are in thousands of dollars} 
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Table 3.8—Returns of Heads of Households With Income Subject to Tax: Tax Generated by Rate and by Size of Adjusted Gross Income—Continued 


{All figures are estimates based on samples—money amounts are in thousands of dollars] 
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Table 3.8—Returns of Heads of Households With Income Subject to Tax: Tax Generated by Rate and by Size of Adjusted Gross Income—Continued 


— 


[Al 


69 percent 


Income Tax Income 
ot ndject generated paroles subject 
at rate to tax 


LEE 
8 


3 
z i 


Tax 
generated 
at rate 


Income Tax 
Number of subject generated 
BEES 
a 
70 


le 


Number 
fetus 


Individual Returns/1977 e Tax Computation and Tax Rates 


aCe NU ll 1ggg 
=A 

Biriiirriitt Tr rsge 
g £88 
DS Sa 0 188s 
ToL) Wale NN 12358 


oer 


ae PT Tay 1884s 


§ ! eT aeke 


UU CD ae 113228 


they were based and (b) combined frequencies or amounts that include the data thus deleted from another size class. 


1,156 


JL ALT bel le STOTT a lI1gEes 


ei a Rea ean 82389 


‘ 


ge g88= 
g gg 88888 62 ih 


tie 
a 
i gages PEE EE 


WSSRS Baan a 


**\dentifies (a) size classes for which data were deleted because of the small number of sample returns on which 


“Estimate should be used with caution because of the smail number of sample returns on which it is based. 
‘Inctudes zero bracket amount. 


NOTE: Detail may not add to total because of rounding. 
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Table 3.11—Returns With Total Income Tax: Total Income Tax as a Percent of Adjusted Gross Income, Selected Items by Size 


of Adjusted Gross Income 
{All figures are estimates based on samples—money amounts are in thousands of dollars) 


Total income tax as a percent of adjusted gross income 


Adjusted 
pica Number of gross plies Number of 
returns income less returns 
a deficit ax 


Total Under 5 percent 5 under 10 percent 


Size of adjusted gross income 


[EO EE | 
Bal) ee Be ee Le ee 


All Returns 


No adjusted income . 
$1 under $5,000 ......... 
$5,000 under $10,000 ... 
$10,000 under $15,000 .. 
$15,000 under $20,000 .. 


$20,000 under $30,000 .. 
$30,000 under $50,000 .. 
$50,000 under $100,000 ... 
$100,000 under $200,000 
S200 000 or imorelesana, ccc etedencensteavccmareramwandencteesrcctas 


173,820,130 
74,510,075 
29,392,997 


Total .... 


No adjusted 5 
$1 under $5,000 ......... 

$5,000 under $10,000 
$10,000 under $15,000 .. 
$15,000 itinder’$20,000 8 teat ereies saree eres mins 


35,570,797 
28,764,549 


$10,000 under $15,000 .. 
$15,000 under $20,000 .. 


S200 000 or Moreienessesssesccececcsstsrceteesonansnencoresnesasys 

(LOtel Woanacccencancsctsssstexassnsscsarccsscscasatansrenssnss 39,895,050 
No adjusted MICOMMG i nesserecccesecorsccerecsrsicesenencmene = 
$1 under $5,000 ......... f 9 
$5,000 under $10,000 35,759 
$10,000 under $15,000 .. 2,085,341 


$15,000 under $20,000 .. 


$20,000 under $30,000 .. 
$30,000 under $50,000 .. 
$50,000 under $100,000 . 
$100,000 under $200,000 
$200,000 or more .. 


5,266,222 
15,821,501 


Total .... 


No adjusted gross income . 
$1 under $5,000 ......... 
$5,000 under $10,000 


$20,000! undori$30000\..<.<.cccceccvecescvecsestestenscccsscecses 3,255,536 
$30,000 under $50,000 .. 2,357,751 
$50,000 under $100,000 . 

$100,000 under $200,000 
$200,000 or more 


No adjusted gross income .... 
$1 under $5,000 ......... 

$5,000 under $10,000 
$10,000 under $15,000 .. 
$15,000 under $20,000 .. 


$20,000 under $30,000 .. 
$30,000 under $50,000 .. 
$50,000 under $100,000 . 
$100,000 under $200,000 
(ONO ifLe Ch pancsooosticecoobaobesbhoaJdocaoaodacdenononadccooa 


Footnotes at end of table. 


(9) 


17,957,994 


192,411 
4,418,387 
6,270,751 
4,488,946 


2,102,393 
356,137 
83,775 
26,770 © 
18,364 


5,543,806 
4,312,191 


2,041,424 


9,556,341 
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Table 3.11—Returns With Total Income Tax: Total Income Tax as a Percent of Adjusted Gross Income, Selected items by Size 
of Adjusted Gross Income—Continued 


‘All figures are estimates based on sai amounts are in thousands of dollars 


a ee eee 


Size of adjusted gross Income Number of — Total Total Number of cae 
returns income less means income less prone retums income less 
Geficit 


ea 26] under!90’ percent, cao] | _____—-S0 under 40 percent = 40 under 50 percent 


EG Sa Ba ee a ee a ee (a 


All Returns 


35,771,876 


2,416,255 
2,821,551 


1,076,348 


| $5,000 under $10,000 .... 
$10,000 under $15,000 .. 
under $20,000 


100 peront o& more 
a ee ee ee 


B23 
z 
& 
8 
g 


000 under $10,000 ... 


88 
z 
8 


~ 


ges 223: 
ges 2 


EE 


or more .. 


$10,000 under $15,000 


*Estimate should be used with caution because of the small number of sample returns on which it is based. 


** identifies (a) size classes for which data were deleted because of the small number of sample returns on which they were based and (b) combined frequencies or amounts that include the data thus deleted from another size class. 
NOTE: Detail may not add to total because of rounding. 


sc a tia i ici i et a th ny 
= 
é 
x 
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Table 3.13—Returns With Earned Income Credit: Earned Income by Type and Credit Before and After Phaseout, by Size of 
Adjusted Gross Income 
{All figures are estimates based on samples—money amounts are in thousands of dollars) 


Earned peone 


Number ot returns 


Size of adjusted gross income 


No adjusted gross income . 
$1 under $2,000 .............. 
$2,000 under $4,000 ........ 
$4,000 under $6,000 ......... 


Sat 7,502,632 
SE.O00Undar:$8/ O00 ks nesestecne neces stncusraccssesaeatineanaes BOZO DEO JOCCAnZHOoHo opnanos tooo, .tosehoosocen eesantdode 


Self-employment 
income (net) 


Size of adjusted gross income 


r 

iy 

' 

No adjusted gross income . t 
$1 under $2, caeeeene i 
5 363,555 — 


$2,000 under $4,000 .... 
$4,000 under $6,000 .... 


Used to offset income Used to offset 
tax before credits all other taxes 


Number of Number of Number of 
returns returns returns 


Size of adjusted gross income 


Eamed income credit— 
Continued 
After phaseout— 
Continued neers tax before 


Returns with 
wholly refundable 
earned income credit 


Size of adjusted gross income 


Nor adhisted | (fOBS INCOME. cir esc arsine sree sccqentavies osama ssiietay taslinadsrsasacsciestaaddersssab st tenisteedteccnccendesecs see cent 
$1 under $2, op 0 
$2,000 under $4,000 .. 
$4,000 under $6,000 .. 
$6,000 under $8,000 


“Estimate should be used with caution because of the small number of sample returns on which It is based. 
NOTE: Detail may not add to total because of rounding. 
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Table 3.14—Returns With Child Care Expenses: Expenses, Limitations, and Credit, by Size of Adjusted Gross Income 
(All figures are estimates based on samples—money amounts are in thousands of dollars) 


Eaperaesreured 1877 


rik Earned income limitation 
individual : 
of i of 
rere returns erences Number of Maximum Number 
a qualitying of 
individuals expenses? returns returns 


Size of adjusted gross income 


Expenses incurred in 1977—Continued 1976 expenses eligible Allowable child care 


Expenses deferred Expenses eligibl for 1977 credit* credit for 1977 
until 19785 for 1977 oy 


be Ard Res acer Total barr Total 
Amount ses peed 
os sans ‘anne ever ae 


aT 


Size of adjusted gross income 


2 
ao 


38 8228 


a2 88 


ry 
3. 


gs 
338 


“Estimate should be used with caution because of the small number of sample returns on which it is based. 
**identifies (a) size classes for which data were deleted because of the small number of sample returns on which they were based and (b) combined frequencies or amounts that include the data thus deleted from another size class. 

‘Includes expenses incurred in 1976, but paid in 1977, as well as expenses incurred in 1977, but paid in 1978. 

$2,000 on returns with one qualifying individual, $4,000 on returns with two or more qualifying individuals, limited to actual expenses incurred. 

*In the case of joint returns, the lesser of the husband's or the wife's earned income. 

‘The lesser of maximum qualifying expenses (column 6) or earned income (column 8). 

*Expenses incurred in 1977 but paid in 1978. 

“Expenses incurred in 1976, but paid in 1977. 

NOTE: Detail may not add to total because of rounding. 
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Table 3.15—Returns With Tax Preferences: Selected Sources of Income, Tax Items, Tax Preferences, and Computation of 
Additional Tax for Tax Preferences by Size of Adjusted Gross Income 


[All figures are estimates based on samples—money amounts are in thousands of dollars] 


One-half net long-term 
capital gains in excess 
of short-term 


Business and 
profession net 


Size of adjusted gross income 


No adjusted gross income 
$1 under $10,000 ........ 
$10,000 under $15,000 . 
$15,000 under $20,000 . 


Royalty net income 


Sales of capital Dividends in adjusted Renting net feore 
eee a 


Number Nae Rane Nunber 
Amount cc Amount 
rane wii 


SSS eS Soe 


Size of adjusted gross income 


Total ... 


No adjusted gross income 
$1 under $10,000 ...... 
$10,000 under $15,000 . 
$15,000 under $20,000 . 
$20,000 under $30,000 . ; 
$30,000 under $50,000 ............cecsecesececeesececeseeeeeeeesese 


S50 OOD iunders S100 O00 lien crass scence ss onsanencessins secsnssedesene 
$100,000 under $200,000 .. F 
$200,000 under $500,000 . 

aa ean uncer sll 000,000 


Taxes paid 


Interest paid 
deductio 


n deduction 
Number Number 
of Amount of 
retums retums 
(27) 


Size of adjusted gross income 


No adjusted gross income . 
$1 under $10,000 ...... 
$10,000 under $15,000 . 
$15,000 under $20,000 

$20,000 under $30,000 . 
$30,000 under $50,000 . 


$50,000 -under $100,000 ... 
$100,000 under $200,000 .. 
$200,000 under $500,000 .. 
$500,000 under $1,000,000 : 
SOOO OOO On Morel eeecasecsssccvancsessecassaretcetsedesccunentess ft 345,611 


Footnotes at end of table. 
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Table 3.15—Returns With Tax Preferences: Selected Sources of Income, Tax Items, Tax Preferences, and Computation of 
Additional Tax for Tax Preferences by Size of Adjusted Gross Income—Continued 


‘AN are estimates based of samples—inoney amounts are in thousands of dollars] 


Income tax before Computation of additional tax 
for tax preferences 


Income subject to tax! 


Bs 
B85 


49,370 


Computation of additional tax for tax preferences—Continued 
Tax preferences—Continued 


Accelerated depreciation 


Size of adjusted gross income Low-income rental a real , Personal property Total amortization Stock options 
housing subject to a lease 


ee Nunes Rumen Manet Number 
Amount Amount of Amount 
} fe falta Fin feu retums 


OS Cr RC RO Ee a a (60) 
| 209 206,364 
No *92 
io = 
$15,000 "164 
$20, *21,765 
$30, 37,070 
| $50, 70,767 
| $100,000 42,853 
' $200,000 30,577 
| $500,000 1,740 
$1,000, 1,337 
1 
Computation of additional tax for tax preferences—Continued 
tessa eee 
| canta! ans | gains eaeecn ea drilling reported 
Amount 
| 
(60) 
| Tolel) aca vexcesossess Fadauovssstcccccvevposcvsccsssctsdosss 171,537 
Bint Batt 
$10,000 *13,375 
$15,000 *15,817 
$20,000 41,110 
$30,000 28,237 
$50,000 28,344 
| $100,000 under 15,512 
_ $200,000 under 5,599 
$500,000 under 2,618 
_ $1,000,000 or more 1,968 
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Table 3.15—Returns With Tax Preferences: Selected Sources of Income, Tax Items, Tax Preferences, and Computation of 
Additional Tax for Tax Preferences by Size of Adjusted Gross Income—Continued 


‘All figures are estimates based on samples—money amounts are in thousands of dollars} 


Computation of additional tax for tax preferences—Continued | 
Exclusion i 


Recomputed tax cee due to— | 
preference income Total Standard exclusion 1 ve tax ater | 


Number Number Number 
of of of eps Amount 
retums returns returns returns rian 


EO EC Ee ee ee a 


Size of adjusted gross income 


Total ...ccccvsccers 
No adjusted gross income . a 
$1 under $10,000 ......... *@) 
$10,000 under $15,000 .. =I 
$15,000 under $20,000 .. —i 
$20,000 under $30,000 .. =5 
$30,000 under $50,000 16 
$50,000 under $100,000 ...... 115,791 
$100,000 under $200,000 ... 422,679) 
$200,000 under $500,000 ... 401,562) 
$500,000 under $1,000,000 . 147,893 
208,585) 


$1,000,000 or more ........-. 


Computation of additional tax for tax preferences—Continued 


Tax preferences Tentative tax pare Net operating “ax te i 
Size of adjusted gross income subject to tax on preferences for carryover loss credit t 


a See Ee! oe El ex] | 

of of of of Amount 
returns retums retums returns 

Se ee ) 


1,327,410 


No adjusted gross income . 
$1 under $10,000 .... 
$10,000 under $15,000 . 
$15,000 under $20,000 .. 
$20,000 under $30,000 
$30,000 under $50,000 .... 


$50,000 under $100,000 ... 
$100,000 under $200,000 .. 
$200,000 under $500,000 .. 
$500,000 under $1,000,000 ... 


$1,000,000 or more ............ iia 
scesclg tax i La H 
preferences deferr a) 
Size of adjusted gross income from prior years Reported on Form 1040 
bina! ba Nase eT 
Amount 
eae Pata co aa 
(82) a 
OAM [cconsvusecobseses'ccccthctsroorsuuccsesanateveesknsevda 
No adjusted gross INCOME 2.0.0... 6c cece cece cece cess ne eueuees 
$1 under $10,000 ....... : Socmngbo 


$10,000 under $15,000 .. 
$15,000 under $20,000 . 
$20,000 under $30,000 .. 
$30,000 under $50,000 


$50,000 under $100,000 ..........ccccceeee ee sécnonsponEcooanoe 
$100,000 under $200,000 .. 6 

$200,000 under $500,000 ..... 

$500,000 under $1,000,000 ... wnarnaate Speeeche coco 

STOO O00 ordmore ii. ca- cea meciiinasc css crnitsecedercecccmatmecene 


*Estimate should be used with caution because of the small number of sample returns on which It is based. 
** Identities (a) size classes for which data were deleted because of the small number of sample returns on which they were based and (b) combined frequencies or amounts that include the data thus deleted from another size c! 
‘includes zero bracket amount. 
Less than $500. f 
NOTE: Detall may not add to total because of rounding 
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Table 3.17—Returns With Tax Due at Time of Filing: Tax Due by Size 


All are estimates based on amounts are in thousands of dollars 
Tax due Ai other taxpayments 


Number of Total tax 
returns liability aoe Number of Number of Number of 
ng returns returns returns 


BLD Ea ee ae ee ae a a a a 


Size of tax due 


742,367 


Total 
$1 under $25 15,296 
= under 11,838 
under 9,601 
$75 under 4,944 
$100 under 7,608 
$125 under 6,144 
} ae 14,414 
{ ul 26,821 
$300 under 26,739 
$400 under 22,250 
/ $500 under 78,086 
| $1,000 under 57,274 
,500 or more 10,000,923 461,351 


rm! 


* Comprised of tax paid with request for extension of filing time, plus excess social security taxes withheld, credit for tax on gasoline, and other taxpayments. 
NOTE; Detail may not add to total because of rounding. 


able 3.18—Returns With Tax Overpayment: Tax Overpayment by Size 
(eX 


es are estimates based on samples—money amounts are in thousands of dollars] 


Refund Credit on 1978 tax 
Siz tax erpayme! Number of Total tax Total Peo eee = 
Eel Bale el jews Hability overpayment Number of Number of 
returns A 


int 
BR a a ee 


Size of tax overpayment 


: 
28 


s&h 
Bue. 


in 


a 
oarzn 


3h So 


11,079,055 
10,682,669 


10,525,926 
29,082,849 
12,819,601 
17,450,446 


_ ‘Comprised st tax paid with request for extension of filing time, plus excess social security taxes withheld, credit for tax on gasoline, and other taxpayments. 
| NOTE: Detail may not add to total because of rounding. 
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intents 


ttroduction, 135 
iturns with age exemptions, 135 
‘edit for the elderly, 135 


ixt tables 


. Returns of taxpayers age 65 
or over: selected tax items 
by marital status, 137 
Returns with credit for the 
elderly: credit by age of 
taxpayer and size of adjusted 
gross income, 138 

Form 1040A returns of 
taxpayers age 65 or over: 
selected characteristics, 138 


ant 


Returns of taxpayers age 65 
or over: 1975 retirement 
income credit and 1977 credit 
for the elderly, 136 


40 tables 


1 Returns of taxpayers age 65 
or over: selected income and 
tax items by size of adjusted 
gross income, 139 

Itemized deduction returns of 
taxpayers age 65 or over: 
itemized deductions by type 
and by size of adjusted gross 
income, 144 

3 Returns with credit for the 
elderly: selected income and 
tax items by size of adjusted 
gross income, 145 


eroduction 


This section presents data 
two groups of returns: those 
which one additional exemption 
3 claimed for taxpayers age 65 
over, and those on which the 
it for the elderly (formerly, 
retirement income credit) was 
imed. Most, but not all, of 

» returns falling into the 

pter category were filed by 
sons who also claimed an age 
mption. 


urns with Age Exemptions 


Persons age 65 or over 
efitted from certain special 
Provisions under the Internal 
enue Code. These included: 


Taxpayers 
Age 65 or Over; 


Credit for the Elderly 


(1) an additional $750 exemp- 
tion for each taxpayer age 65 or 
over, 

(2) the exemption from 
taxation of social security 
income, a major source of income 
for many older persons, and 

(3) the "credit for the 
elderly," which was originally 
introduced by the Tax Reform Act 
of 1976 to replace the "retirement 
income credit." 

In addition, beginning with 
Tax Year 1977, taxpayers age 65 or 
over could exclude from taxation 
the first $35,000 of the gain from 
the sale of a personal residence 
(increased from $20,000 by the Tax 
Reform Act of 1976), and they 
could also include the extra 
exemption for age 65 or over in 
computing the personal exemption 
portion of the general tax 
credit. Table 4A shows selected 
items reported on returns of 
taxpayers age 65 or over, 
classified by marital status. 

For 1977, the filing require- 
ment for a single person age 65 
or over was $3,700 in gross income 
(compared to the $3,200 filing 
requirement for 1976), while for a 
person who qualified as a "survi- 
ving spouse" the amount was $3,950 
($3,600 for 1976). For joint 
returns, if one spouse was 65 or 
over, the filing requirement was 
$5,450 ($4,350 for 1976) and it 
was $6,200 ($5,100 for 1976) if 
both spouses were 65 or over. 

The reason for the higher filing 
requirements was that the extra 
age exemptions made taxpayers 
below these limits nontaxable in 
any case. 

The tables in this section 
represent information reported on 
both the Form 1040 and Form 1040A. 
However, as can be seen in table 
4C, a very small percentage of 
taxpayers age 65 or over filed 
Form 1040A, primarily because much 
of their income was in the form of 
pensions, annuities, and rental 
income, and because many of these 
taxpayers claimed the credit for 
the elderly. All of these items 
required the use of the Form 1040. 


Credit for the Elderly 


Introduced for Tax Year 1976 
by the Tax Reform Act of 1976, this 
credit replaced the retirement in- 


come credit in effect for 1975 and 
earlier years. The Tax Reduction 
and Simplification Act of 1977 
postponed the effective date of 
this provision to Tax Year 1977, 
but allowed eligible taxpayers to 
use the more beneficial of the two 
eredit computations for Tax Year 
1976. 

For taxpayers under age 65, 
the computation of the new credit 
was similar to that for the old 
retirement income credit. In 
brief, the base for this computa- 
tion for 1977 was pensions and 
annuities received under public 
retirement systems, limited to 
$2,500 for single persons, $3,750 
for couples filing jointly if both 
had qualifying pensions, and $1,875 
for married persons filing separate 
returns, reduced by pensions 
received under the Social Security 
or Railroad Retirement Acts. The 
base was further reduced by the 
amount of "earned income" (defined 
here as the gross amount of wages, 
salaries, or professional fees, 
and other amounts received as 
compensation for personal services) 
in excess of $900 ($1,200 for tax- 
payers over age 62). The actual 
credit equalled 15 percent of the 
(reduced) base. 

Prior to 1976, the computation 
of the retirement income credit for 
taxpayers age 65 and over was quite 
similar to that for taxpayers under 
65, except that all types of pen- 
sions and annuities, as well as in- 
come from savings, could be used 
in computing the base. The credit 
for the elderly introduced for 
1977, on the other hand, dif- 
fered markedly between the two 
age groups. Amounts received from 
pensions or savings were not used 
in computing the credit for tax- 
payers age 65 and over. The com- 
putation base was simply $2,500, 
$3,750, or $1,875, depending on 
marital status, reduced by pensions 
received under the Social Security 
or Railroad Retirement Acts. 
However, instead of a phase-out 
based on earned income, the new 
law contained a phase-out based on 
adjusted gross income (i.e., both 
earned and unearned income). This 
phase-out equalled one-half of the 
excess of adjusted gross income 
over $7,500 for single persons, 
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Chart 4A. 
Returns of taxpayers age 65 or over: 1975 retirement 


income credit and 1977 credit for the elderly 


over $10,000 for married couples, 
and over $5,000 for married per- 
sons who were separated. Thus, 
no credit was allowed for single 
persons age 65 and over with 
adjusted gross incomes over 
$12,500, married couples with 
incomes over $17,500, or separated 
persons with incomes over $8,750. 

One more minor change 
introduced by the Tax Reform Act 
of 1976 was the elimination of the 
prior-year income test. Under the 
previous law, to qualify for the 
retirement income credit, the 
taxpayer had to have received 
earned income in excess of $600 in 
each of any 10 years prior to the 
one for which the credit was 
claimed. There was no such test 
for claiming the credit for the 
elderly. 

Chart 4A compares the credit 
for the elderly claimed for 1977 
by taxpayers age 65 and over to 
the retirement income credit 
claimed by this same group for 
1975. Details on the age and size 
of adjusted gross income of tax- 
payers claiming the credit for the 
elderly are shown in table 4B. 
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Table 4A.—Returns of Taxpayers Age 65 or Over: Selected Tax Items by Marital Status 
(All are estimates based on samples—money amounts are in thousands of dollars} 


Returns with 
zero bracket 
amount only 


Marital status 
Zero bracket 


17,747,783 14,228,310 
12,315,119 152, 8,819,876 
7,434,447 717; 4,771,309 
4,155,804 ,209, 3,402,165 
724,868 646,402 
119,774 j 66,702 
288,598 i 176,322 
12,722 15,469 
5,011,570 570, 5,149,941 


Excess itemized 


! 76,944,150 
| 52,175,903 
SR MIRM CS OF CNOl Tew lech ous soennencsnwccrcuscescesuesaecanee 27,835,300 
Husband 65 or over, wife under 65.2.0... 0. .e ccc eee eee een ees 20,299,889 
Wife 65 or over, husband under 65.2.2... 0.00... cc ec eeeeeee ee eee 4,040,714 
Separate retums of husbands and wives ...............6.ceeeee ees 548,528 

| Returns of heads of households ...............ccceeeeeeceseeeceenes 1,194,993 
Returns of surviving Spouses 20.0.0... occ cece ec ee ee ee een ones 55,760 


CO LCC RD EC ESOCEE 28 OSE EO IO OOCOECREL oon ; r 22,968,966 


| Joint returns of husbands and wives, total 


10,951,377 
Both age 65 or over .... 6,015,683 
Husband 65 or over, wife under 65 4,216,463 
"Wife 65 or over; husband under 65 719,231 
| Separate retums of husbands and wives 154,651 
| Retums of heads of households... secs ssesesteeeeeeeen , I 230,729 
" Retums of surviving Spouses... eee ee eeeceenseeerenes 10,107 
HFletums of single persons ................ccceeccescenecessceseceees 4,251,480 


“Estimate should be used with caution because of the small number of sample returns on which It is based. 
‘includes zero bracket amount. 
NOTE: Detail may not add to total because of rounding. 
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Table 4B.—Returns With Credit for the Elderly: Credit by Age of Taxpayer and Size of Adjusted Gross Income 
[All figures are estimates based on samples—money amounts are in thousands of dollars} 


Returns of taxpayers age 65 and over 


Size of adjusted gross income 


Nua of 


$5,000 under $10,000 . 
$10,000 under $15,000 ... 


“Estimate should be used with caution because of the small number of sample returns on which it is based. 
NOTE: Detail may not add to total because of rounding. 


’ 


Table 4C.—Form 1040A Returns of Taxpayers Age 65 or Over: Selected Characteristics 
All figures are estimates based on samples—money amounts are in thousands of dollars) 


Size of adjusted gross income 


“Estimate should be used with caution because of the small number of sample returns on which it is based. 
" zero bracket amount. 
NOTE: Detail may not add to total because of rounding. 
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Table 4.2—Itemized Deduction Returns of Taxpayers Age 65 or Over: Itemized Deductions by Type and by Size of Adjusted 
Gross Income 

{all figures are estimates based on samples—money amounts are in thousands of dollars} 


toa oes itemized 


Size of adjusted gross income 


$12,000 under $14,000 
$14,000 under $16,000 ... 
$16,000 under $18,000 ... 
$18,000 under $20,000 .. 
$20,000 under $25,000 . 
$25,000 under $30,000 


$30,000 under $50,000 
$50,000 under $100,000 .. 
$100,000 under $200,000 . 
$200,000 under $500,000 ....... 
$500,000 under $1,000,000 ..... cae 
$1,000,000 or more ....... BOroeSkGorboqnce Olmbnacqnaccancacarsencgo 


$5,000 under $10,000 . 
$10,000 under $15,000 . 
$15,000 under $20,000 . 
$20,000 or more ............5. 


Size of adjusted gross income 


Under $2,000 . 
$2,000 under $4,000 . 
$4,000 under $6,000 .. 
$6,000 under $8,000 .. 
$8,000 under $10,000 . . a0 
$10,000 under $12,000 ...............005 Aeishavataces Sechoereeoreed 


$12,000 under $14,000 .. 
$14,000 under $16,000 ... 
$16,000 under $18,000 
$18,000 under $20,000 
$20,000 under $25,000 
$25,000 under $30,000 


$30,000 under $50,000 .. 
$50,000 under $100,000 

$100,000 under $200,000 . 
$200,000 under $500,000 . 
$500,000 under $1,000,000 60 
$1,000,000 or More 2.02.0... cece eee ee eens COREE er OEE 


$5,000 under $10,000 .. 
$10,000 under $15,000 .... 
$15,000 under $20,000 ... 
$20,000 or more ..... 


imocome and Tex tems Sy Size or Aa@justeda Groe=s income 


2, 


*Estimate should be used with caution because of the small number of sample returns on which it is based. 
‘Less than $500. 
NOTE: Detail may not add to total because of rounding. 
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Table 4.3—Returns With Credit for the Elderly: Selected Income and Tax Items by Size of Adjusted Gross Income 


[All figures are estimates based on samples—money amounts are in thousands of dollars] 
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Table 4.3—Returns With Credit for the Elderly: Selected Income and Tax Items by Size of Adjusted Gross Income—Continued 
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Income 
tax 
after 
credits 


Tax credits—Continued 


General tax credit—Continued 
Taxable Personal 
income credit exemption credit 


are estimates based on samples—money amounts are in thousands of dollars] 


ie<oeee SaeSSS & $SSSSS Sectcenros 


**identifies (a) size classes for which data were deleted because of the small number of sample returns on which they were based and (b) combined frequencies or amounts that include the data thus deleted from another size class. 


‘Comprises net profit less loss from businesses, farms, partnerships, and Small Business Corporations. 


Table "43—Returne With Credit for the Elderly: Selected Income and Tax items by Size of Adjusted Gross Income—Continued 
“Comprises State income tax refunds, alimony, and other income less loss. 


*Estimate should be used with caution because of the small number of sample returns on which it is based. 


NOTE: Detail may not add to total because of rounding. 
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Returns with deductions for 
State and local income taxes: 
average deduction by State, 15] 


ide tables 


Selected sources of income 
and tax items by States, 153 


Chart 5A 
Returns with deductions for State and local income taxes: average deduction 


by State 


ALASKA 


————— 


State Data 


5.2 All returns, returns with 
zero bracket amount only, and 
returns with itemized 
deductions by type, by States, 
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5.3 Returns with income tax 
before credits: tax credits 
and taxpayments, by States, 159 

5.4 All returns: exemptions by 
type and number of returns by 
number of exemptions other 
than age or blindness, by 
States, 162 

5.5 All returns: adjusted gross 
income, salaries and wages, 
exemptions, and income tax, 


4 
( 


| IN 


ae 
ae 


_ 
ma N 


Under 
$750 

LZ, $1,000 
$1,500 


by size of adjusted gross 
income and States, 165 


Introduction 


Data in this section classify 
taxpayers by State, based on the 
address reported on the tax return 
as described below. Topics high- 
lighted in this section for 1977 
include expanded information on 
exemptions by type (table 5.4) and 
itemized deductions by type (table 
5.2). Chart 5A shows information 
on the average deduction for State 
and local income taxes by State. 


Z 


r: ; 


$750 
under $1,000 
under $1,500 
under $2,000 
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152 
State Data 


The tables in this section 
classify taxpayers according to 
the State address reported on the 
tax return, including the District 
of Columbia and, as described 
below, Puerto Rico. Returns of 
service men and women who filed 
from Army Post Office and Fleet 
Post Office addresses and of other 
U.S. citizens living abroad are 
classified in two separate cate- 
gories. 

Residents of Puerto Rico had 
to file U.S. income tax returns 
only if they had income from 
sources outside Puerto Rico or 
income earned in Puerto Rico as 
employees of the U.S. Government, 
and the income on their returns 


Individual Returns/1977 e State Data 


was limited to these amounts. 
U.S. citizens residing abroad 
could, uncer certain circum- 
stances, exclude as much as 
$15,000 ($20,000 for employees 

of charitable organizations) of 
"earned income" from their ad- 
justed gross incomes. Taxpayers 
whose incomes consisted entirely 
of such tax-exempt income were 
required to file a Form 1040 
nonetheless, and these returns are 
included in the statistics. 
Provisions of both the Tax Reform 
Act of 1976 and the Tax Reduction 
and Simplification Act of 1977 
affected taxpayers with income 
earned abroad and are described in 
section 1, Returns Filed and 
Sources of Income, and section 3, 
Tax Computation and Tax Rates. 


Method of Geographic Coding 


Geographic coding of returns 
for Statistics of Income was based 
on the address at the top of each 
tax return. This method of geo- 
graphic coding was subject to 
certain limitations. Not all 
taxpayers gave their home address; 
some reported: 

(1) the address of the tax 
lawyer or accountant who prepared 
the return, 

(2) the address of their place 
of business, or 

(3) a post office box number. 
To the extent that such an address 
was located in a State different 
from the taxpayer's home, the 
accuracy of the data was affected. 
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Explanations of terms are 
signed to aid the user in inter- 
eting the statistical content of 
is report and should not be 
nstrued as interpretations of 
e Internal Revenue Code or 
lated regulations, procedures, 
policies. Code sections cited 
re those in effect for 1977. 
ditional explanatory material 
selected items can be found in 
ctions 1 through 5. 


eelerated Depreciation on 


w-Income Rental Housing 


See "Tax Preferences." 


celerated Depreciation on Other 


See "Tax Preferences." 


ditional Tax for Tax Preferences 
he "minimum tax") 


This was a 15 percent tax 
posed on "tax preferences 
ibject to tax." This tax could 
reduced by: 

(1) 15 percent of any 1977 
't operating loss which the 
xpayer could carry to a future 
tar (this amount then to be paid 
a "deferred minimum tax" for 
le year to which the net 
lerating loss was carried); 

(2) "unused" portions of the 
fedit for the elderly, the 
(litical contributions: credit, 

id the child care credit; the 
lused portion was the amount by 
lich these credits exceeded 

lcome tax before credits reduced 
/ the general tax credit. See 
betion 3, Tax Computation and Tax 
tes, for a description of the 
mputation of this tax. 


usted Gross Income 


This amount was the result of 
ducing gross income from all 
urces subject to tax by 
justments such as the following: 

(1) ordinary and necessary 
penses of operating a trade or 
siness, 


Explanation 
of Terms 


(2) employee business and 
moving expenses, 

(3) expense deductions 
attributable to rents and 
royalties, 

(4) expenses of outside 
salesmen attributable to earning a 
salary, commission, or other 
compensation, 

(5) depreciation and 
depletion allowed life tenants and 
income beneficiaries of property 
held in trust, 

(6) exclusion of allowable 
"disability income" if the 
disability income was included in 
gross salary, 

(7) deductible losses from 
sales of capital assets and other 
property, 

(8) deductible half of the 
excess of net long-term capital 
gain over net short-term capital 
loss, 

(9) excludable portion of 
qualified dividends (up to $100 
per taxpayer), 

(10) business net operating 
loss deduction, 

(11) contributions to a 
self-employed retirement fund 
("Keogh Plan") by the self- 
employed, and to individual 
retirement accounts by employees 
or self-employed persons, 

(12) forfeited interest 
penalties, incurred by persons who 
made premature withdrawals of 
funds from time savings accounts, 

(13) alimony payments 
(formerly taken as an itemized 
deduction), and 

(14) exelusion of the 
ordinary income portion (in 
contrast to the amount treated as 
long-term capital gain) of the 
taxable amount of a lump-sum 
distribution from a qualified 
pension or retirement plan, taxed 
separately from other sources of 
income at the taxpayer's election. 

A deficit in adjusted gross 
income occurred when the allowable 
deductions or losses exceeded 
gross income. 


Adjusted Gross Income Less 


Investment Interest 


See "Adjusted Gross Income" 
and "Investment Interest." 


Adjusted Gross Income Plus 


Excluded Tax Preferences 


See "Adjusted Gross Income" 
and "Tax Preferences Excluded from 
Adjusted Gross Income." 


Adjustments 


See "Statutory Adjustments." 


Age 65 or Over 


The presence of the addi- 
tional exemption allowed taxpayers 
age 65 or over was used as the 
basis of this classification. In 
the case of joint returns of 
husbands and wives, some had only 
one additional exemption for age 
65 or over while others had two 
additional exemptions for age, 
indicating that both husband and 
wife were age 65 or more. Whether 
one or two exemptions were claimed, 
the return was considered as a 
return of a taxpayer age 65 or over, 


Alimony Paid 


Beginning with Tax Year 1977, 
this amount was reported as a 
statutory adjustment and taken as 
a reduction of gross income for 
Payments made as alimony or 
separate maintenance. For 1976 
and previous years, this amount 
was allowed as an itemized 
deduction from adjusted gross 
income and, therefore, was 
available only to those taxpayers 
who did not use the standard 
deduction. See also "Alimony 
Received." 


Alimony Received 


Payments received as alimony 
or separate maintenance were 
income to the person receiving 
them (and a deduction to the 
person paying them) if the 
Payments were: 

(1) required under the terms 
of a decree of divorce or 
separation or a written instrument 
incident to that decree; 

(2) paid in discharge of a 
legal obligation based on the 
marital relationship; 

(3) paid after the decree and 
on a periodic basis. 
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All Other Taxes 


For purposes of this report, 
this amount represented the sum of 
the self-employment tax, tax from 
recomputing prior-year investment 
credit, social security taxes on 
tip income, any penalty taxes on 
individual retirement accounts 
(IRA's), and any other unspecified 
taxes. (Each of the above is 
described under separate heading. ) 
This was in contrast to the "other 
taxes" portion of the Form 1040 
itself, which was composed of the 
taxes listed above plus the addi- 
tional tax for tax preferences 
(minimum tax). The minimum tax is 
tabulated in this report as part 
of "total income tax" and serves 
as part of the requirements for 
determining the taxable or 
nontaxable classification of a 
return. See also "Taxable and 
Nontaxable Returns" and "Total 
Income Tax," defined below. 


Alternative Computation of Tax 


Income tax before credits was 
usually computed by applying 
graduated rates ranging from 0 to 
70 percent to taxable income. 
However, taxpayers with large 
amounts of taxable income which 
included long-term capital gains 
could profitably elect the alter- 
native tax computation. The 
effect of this election was to 
limit the tax rate on the first 
$25,000 ($12,500 for married 
persons filing separately) of the 
taxable portion of the long-term 
capital gain to 50 percent. 

In computing the amount of 
long-term capital gain includable 
in adjusted gross income, the net 
short-term loss was combined with 
the net long-term gain. Only 50 
percent of any resultant long-term 
gain was included in adjusted 
gross income. If the alternative 
tax computation were elected, 
generally the first $25,000 
($12,500 for married persons 
filing separately) of such 
included gain was taxed at a rate 
of 50 percent (in effect, 25 
percent of the total net gain). 
The tax on the amount above 
$25,000 (or above $12,500 for 
separate returns) was the excess 
of the regular tax on total 
taxable income over the regular 
tax on total taxable income 
reduced by the net long-term 
capital gain in excess of $25,000 
(or in excess of $12,500 for 
separate returns). 

Since the alternative tax was 
computed at no less than 50 per- 
cent, the computation was profit- 
able only to taxpayers whose 
taxable income was large enough to 
be taxed at rates higher than 50 
percent under the regular compu- 
tation method. This meant that 
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taxable income had to exceed 
$27,600 for married taxpayers 
filing separately, $40,200 for 
single persons and heads of 
households, and $55,200 for 
married persons filing jointly. 

Taxpayers with large amounts 
of taxable income which included 
both personal service income 
(wages, pensions, and the like) 
and net long-term capital gains 
could avail themselves of the 
"maximum tax" on this income 
(limiting the tax rate on personal 
service income to 50 percent) as 
well as the alternative tax on net 
long-term capital gains. See 
"Maximum Tax on Personal Service 
Income." 


Amortization 

See "Tax Preferences." 
Bad Debt Reserves 

See "Tax Preferences." 
Balance Due After Remittance 


This amount was the 
difference between "tax due at 
time of filing" (defined below) 
and the remittance tendered by the 
taxpayer with the return. 


Balance of Insurance Premiums 


See "Medical and Dental 
Expense Deduction." 


Business or Profession Net Profit 
or Loss 


This source of income was 
reported by individuals who were 
sole proprietors of a non-farm 
business or self-employed members 
of a profession. When there were 
two or more sole proprietorships 
operated by the same taxpayer(s), 
the single amount of profit or 
loss included in adjusted gross 
income represented the combined 
profit and loss from all business 
activities. The proprietor was 
required to exclude investment 
income from business profits and 
to include it, instead, with the 
various types of investment income 
for which separate provision was 
made on the individual income tax 
return. 

Business costs and expenses 
were deductible from gross receipts 
or gross sales in arriving at net 
profit or loss. Compensation of 
the proprietor was taxable income 
and, therefore, not allowed as a 
business deduction in computing net 
profit. The deduction of "net 
operating losses" from other years 
was not considered a business 
expense, but was offset, instead, 
against "other income" on the 
proprietor's income tax return. 


Explanation of Terms 


Information on business 
receipts and expenditures can be 
found in Statistics of Income-- 
Business Income Tax Returns. 


Capital Assets 


See "Sales of Capital Assets." 


Capital Gain Distributions 
Reported on Form 1040 


These distributions included 
the following: 

(1) Long-term capital gains 
eredited or distributed to 
individual taxpayers by regulated 
investment companies (mutual 
funds). Gains credited but not 
distributed were reported as 
income, but the taxpayer was also 
eredited with the amount of tax 
paid on the gains by the regulated 
investment company (mutual fund) ; 

(2) Long-term capital gains 
distributed by real estate 
investment trusts. 

Normally, taxpayers would 
have reported these distributions 
on the supporting schedule used 
for this type of income (Schedule 
D, Capital Gains and Losses). 
However, if the taxpayers did not 
need Schedule D to report any 
other gains or losses or to 
compute the alternative tax, they 
then entered 50 percent of the 
capital gain distributions 
directly on line 15, page 1 of 
Form 1040. 

For purposes of this report, 
"capital gain distributions 
reported on Form 1040" are tabu- 
lated as part of sales of capital 
assets and are reflected in the 
net capital gain and loss data. 
See also "Sales of Capital Assets." 


Capital Gains and Losses 


See "Sales of Capital Assets." 


Capital Loss Carryover 
See "Sales of Capital Assets." 


Cash Contributions 


See "Contributions." 


Casualty and Theft Losses 


Personal casualty and theft 
losses not compensated for by 
insurance were deductible from 
adjusted gross income to the 
extent that the loss for each 


easualty or theft exceeded $100. 
A casualty was defined as complete 


or partial destruction of property 
resulting from an identifiable 
event of a sudden, unexpected, or 
unusual nature. While this deduc- 
tion is shown separately in this 
report, it is also tabulated as a 
part of "total miscellaneous 
deductions." 


ild Care Credit 


This was a credit to reduce 
come tax, which could be claimed 
taxpayers who incurred expenses 
r the care of dependent children 
der age 15 (or other dependents 
spouses who were disabled) while 
ese taxpayers were working. 
alifying expenses included both 
lose for services performed within 
home (such as for babysitters, 
ids, and cooks) and, in the case 
children under age 15, services 
tside the home, such as those 
rformed by day-care centers or 
rsery schools. 

The actual credit equalled 20 
reent of the smallest of the 
llowing three amounts: 

(1) total qualifying expenses, 

described above; 

(2) income earned while these 
penses were being incurred; for 
is purpose, "earned income" 
ant salaries, wages, tips, and 
her employee compensation plus 
t earnings from self-employ- 
nt. In the case of a married 
uple, neither of whom was 
isabled, the lower of the two 
rned incomes had to be used; 
uples with only one earned 
lcome, or who did not file a 
lint return, did not qualify for 
e credit; 

(3) $2,000 ($4,000 if the 
penses incurred were for care of 
© or more qualifying dependents). 

The child care credit was not 
fundable and was limited to 
licome tax before credits minus 
le general tax credit, credit for 
le elderly, foreign tax credit, 
lvestment credit, work incentive 
IN) credit, and contributions to 
ndidates credit. 


intributions Deduction 


Contributions deductible from 
justed gross income were gifts, 
the form of cash or property, 

\ (a) organizations created in 

ie United States or its posses- 
ons, or under its laws, and 
verated for religious, charitable, 
ientific, literary, or educa- 
onal purposes exclusively, or 

ir the prevention of cruelty to 
ildren or animals, (b) veteran's 
ganizations, and (c) governmental 
encies which used the gifts for 
blic purposes. Individuals who 
re members of a partnership also 
cluded their pro rata share of 
tnership contributions. 

In general, a deduction was 
lowed for all contributions up 
50 percent of adjusted gross 
come, with the exception of 
ntributions to private non- 
erating foundations which were 
bject to a 20 percent limita- 
on. However, contributions of 
rtain capital assets which had 
reciated in value were subject 
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to a 30 percent limitation unless 
the taxpayer elected to take the 
unrealized appreciation into 
account for tax purposes by 
reducing the contribution deduc- 
tion by 50 percent of the poten- 
tial long-term capital gain on a 
sale of the property. Contribu- 
tions exceeding the 50 (or 30) 
percent limitation could be carried 
over to be deducted in the next 5 
years. Therefore, in addition to 
contributions made in 1977, the 
statistics also include amoynts 
earried over from 1972-1976 that 
were within the current year's 
percentage limitations. 


Contributions to Candidates Credit 
See "Political Contributions." 


Credit for Tax on Certain Gasoline, 


Fuel, and Oil 


This was a credit allowed in 
full or in stated amounts by sec- 
tion 39 of the Internal Revenue 
Code for excise taxes paid on: (1) 
gasoline used on farms for farming 
purposes, (2) gasoline used for 
nonhighway purposes or by local 
transit systems, (3) lubricating 
oil used for nonhighway purposes, 
and (4) specified fuels which were 
either used for certain purposes 
other than the purpose for which 
they were sold, or resold during 
the taxable year. These taxes 
could be applied as a credit to 
reduce the income tax liability 
when the return was filed (with 
any amount in excess of the tax 
liability refunded) or refunded 
during the taxable year if the 
eredit for any fuel category or 
any lubricating oil in any of the 
first three quarters of the year 
was at least $1,000. 


Credit for the Elderly 


For taxpayers under age 65, 
the base for the computation of 
the credit for the elderly was 
pensions and annuities received 
under public retirement systems, 
limited to $2,500 for single per- 
sons, $3,750 for couples filing 
jointly if both had qualifying 
pensions, and $1,875 for married 
persons living apart from their 
spouses. The base was further 
reduced by pensions received under 
the Social Security or Railroad 
Retirement Acts, and by the amount 
of earned income in excess of 
$1,200. The actual credit equalled 
15 percent of the (reduced) base. 

Amounts received from pensions 
or savings were not used in comput- 
ing the credit for taxpayers age 65 
or over. The computation base was 
simply $2,500, $3,750, or $1,875, 
depending on marital status, re- 
duced by pensions received under 


Explanation of Terms 195 


the Social Security or Railroad 
Retirement Acts. There was also 
a provision which reduced or elimi- 
nated the credit for taxpayers with 
higher incomes. The credit was 
reduced, dollar-for-dollar, by one- 
half of the excess of adjusted 
gross income over $7,500 for single 
persons, over $10,000 for married 
couples, and over $5,000 for mar- 
ried persons who were separated. 
Thus, no credit was allowed for 
single persons 65 and over with 
adjusted gross incomes over 
$12,500, married couples with 
incomes over $17,500, or sepa- 
rated persons with incomes over 
$8,750. The credit for the 
elderly was limited to income 
tax before credits minus the 
general tax credit. 

See also section 4, Taxpayers 
Age 65 or Over; Credit for the 
Elderly, for a more complete des- 
cription of and the data on the 
credit for the elderly. 


Credit on 1978 Tax 


This credit was part of the 
overpayment on 1977 tax which 
taxpayers specifically requested 
to be credited to their estimated 
tax for 1978. 


Depletion 


See "Tax Preferences." 


Disability Income Exclusion 


The disability income 
exclusion in effect for 1977 
(formerly the "sick pay exclu- 
sion") was available only to 
taxpayers who retired on disa- 
bility before age 65, who had not 
reached age 65 before the close of 
the taxable year, and who were 
totally and permanently disabled 
upon retirement. The maximum 
exclusion was figured at a weekly 
rate of $100. However, if the 
taxpayer's adjusted gross income, 
before this exclusion, exceeded 
$15,000, the excess reduced the 
amount of the exclusion dollar- 
for-dollar. Thus, the exclusion 
was eliminated entirely for tax- 
payers whose adjusted gross 
incomes exceeded $20,200 ($25,400 
in the case of a married couple, 
where both spouses were eligible 
for the exclusion). 

Prior to 1977, the "sick 
pay exclusion" was available to 
employees for periods of absence 
due to injury or sickness, as well 
as to those individuals who had 
retired on disability (but with no 
requirement for being totally and 
permanently disabled). The maximum 
exclusion was $5,200 ($100 per 
week) regardless of the size of 
adjusted gross income. 

See also section 1, Returns 
Filed and Sources of Income. 
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Dividend Exclusion 


A taxpayer could exclude up to 
$100 of eligible dividends from 
adjusted gross income. On joint 
returns, the maximum exclusion was 
$200 if both husband and wife 
received eligible dividends, each 
excluding up to $100 against their 
respective dividend income. For an 
explanation of eligible dividends, 
4ee "Domestic and Foreign Dividends 
Received." 


Dividends and Other Distributions 
Received 


This amount represented the 
sum of nontaxable distributions, 
eapital gain distributions, and 
domestie and foreign dividends 
received. See also "Domestic and 
Foreign Dividends Received." 


Dividends in Adjusted Gross Income 


Total domestic and foreign 
dividends less the dividend exclu- 
sion equalled dividends in adjusted 
gross income. 

For a further explanation, 4ee 
"Domestic and Foreign Dividends 
Received" and "Dividend Exclusion." 


Domestic and Foreign Dividends 
Received 


Domestic and foreign dividends 
received included: 

(1) dividends eligible for the 
dividend exclusion (defined above), 
consisting of dividends from domes- 
tie corporations received, directly 
or indirectly (e.g., as a benefi- 
ciary of income from estates or 
trusts, or as a partner for his or 
her distributive share of partner- 
ship profits); and 

(2) dividends not eligible for 
the dividend exclusion, consisting 
of dividends from foreign corpora- 
tions, China Trade Act corpora- 
tions, tax-exempt farmers' coopera- 
tives, real estate investment 
trusts, and corporations most of 
whose business was conducted in 
U.S. possessions. 

Domestic and foreign dividends 
did not include capital gain dis- 
tributions from regulated invest- 
ment companies and real estate 
investment trusts, nontaxable 
distributions of stock or stock 
rights, returns of capital, or 
liquidation distributions. 
Taxpayers were also instructed to 
exclude so-called dividends on 
deposits or withdrawable accounts 
in mutual savings banks, coopera- 
tive banks, savings and loan 
associations, and credit unions; 
and patronage dividends declared 
by farmers' cooperatives and other 
cooperative organizations. 


Earned Income Credit 


The Tax Reduction Act of 1975 
provided for an "earned income 
credit," available for Tax Year 
1975 to low-income workers who 
maintained a household and had 
dependent children whom they 
claimed as exemptions. This 
credit was based on "earned 
income," comprised of wages, 
salaries, and other employee 
compensation, plus net earnings 
from self-employment, and was 
intended to offset the impact of 
social security taxes on low-income 
individuals and to encourage them 
to obtain employment. The Tax 
Reform Act of 1976 subsequently 
continued the "earned income 
credit" for Tax Years 1976 and 
1977 and liberalized the require- 
ments for claiming the credit. 

The maximum credit remained 
at 10 percent of the first $4,000 
of earned income, or $400, and was 
reduced by an amount equal to 10 
percent of the taxpayer's adjusted 
gross income or earned income, 
whichever was larger, above $4,000. 
Thus, at the $8,000 adjusted gross 
income level (or earned income 
level) the credit was eliminated. 

Taxpayers who met the follow- 
ing five conditions were eligible 
to claim the earned income credit 
for 1977: 

(1) had an adjusted gross 
income or earned income, whichever 
was larger, of less than $8,000, 

(2) maintained a household 
which was the principal place of 
abode for the taxpayer and either 
a child who was under 19 years of 
age or was a full-time student, or 
a dependent child who was disabled, 

(3) were not entitled to 
exclude from gross income any 
amount of income earned from 
sources outside the United States 
or from sources within U.S. 
possessions, 


(4) had a taxable year that 
represented a full 12 months, and 

(5) filed a joint return if 
married. 

The "earned income credit" was 
unique in that it could result in 
a refund to the extent it was not 
used to offset the income tax 
liability. Thus, even if an indi- 
vidual was not otherwise required 
to file a return, it was to his or 
her benefit to do so and to claim 
the earned income credit. See the 
text in section 3, Tax Computation 
and Tax Rates, for a further 
discussion of, and the data on, 
the earned income credit. 


Employee Business Expenses 


An employee was allowed a 
deduction in arriving at adjusted 
gross income for business expenses 
incurred in connection with any 
employment. This deduction was 
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reported as an "adjustment" to 
income on the tax return and should 
be distinguished from the "employee 
business expense deduction," an 
itemized deduction from adjusted 
gross income. Expenses which 
qualified for the adjustment 
included: 

(1) cost of travel, meals, and 
lodging while away from home in the 
performance of service as an 
employee, 

(2) any other expenses to the 
extent covered by a reimbursement 
or expense allowance arrangement 
with the employer, 

(3) business transportation 
costs, other than commuting, and 

(4) outside salesmen's 
expenses of soliciting business 
for the employer. 

If employees accounted for 
deductible expenses to their 
employers, they were not required 
to report the reimbursement in 
income, except for any amount of 
reimbursement in excess of 
expenses. 

Certain expenses of employees, 
such as work clothes, union dues, 
and employment agency fees were 
not deductible in the computation 
of adjusted gross income, but 
were deductible as itemized deduc- 
tions in the computation of taxa- 
ble income. These expenses were 
included in "miscellaneous itemized 
deductions." 


Estate or Trust Net Income or Loss 


This was the beneficiaries’ 
share of fiduciary income (with the 
exception of the items described 
below which were reported sepa- 
rately) from any estate or trust. 
Income from estates or trusts 
included amounts required to be 
distributed and amounts credited 
to beneficiaries' accounts from 
current-year fiduciary income, 
whether or not actually received. 

Also included was the bene- 
ficiaries' share of any "“accumula- 
tion distribution" made in the 
current year by the fiduciary of a 
"complex trust" for income accumu- 
lated in prior tax years. Bene- 
ficiaries' share of these distribu- 
tions was reduced by their share of 
depletion and depreciation deduc- 
tions before reporting the net 
amount as part of adjusted gross 
income. 

Taxpayers excluded from estate 
or trust income their share of 
dividends and gains or losses from 
sales of capital assets and other 
property. Such income (which com- 
prised the largest portion of 
income from an estate or trust) was 
included on the tax return on the 
separate lines provided for these 
income types and was not identi- 
fied for the statistics. A loss 
from an estate or trust was 
allocated to the beneficiary only 


on settlement or termination of 
lin estate or trust which, for its 
‘fast tax year, (a) still had a net 
perating loss carryover or a 
pital loss carryover, or (b) had 
leductions (other than those for 
xemptions and charitable contribu- 
ions) in excess of gross income. 
| Data shown for 1977 include 
‘the number of returns showing just 
et income received from all estate 
r trusts and the number showing 
lust the net loss from all estates 
r trusts. In other words, if a 
return showed net income from one 
state or trust, and a net loss 
rom another, that return was tabu- 
ated in both the "total income" 
nd "total loss" columns. The 
olumns labelled "net income" and 
net loss" represent, as they do 
knnually, the sum of all income 
nd loss reported from all estates 
br trusts, i.e., the net amount, 
bn a return-by-return basis. 
Additional information on 
estate or trust income can be 
Pound for selected years in 
htatistics of Income--Fiductary 
(ncome Tax Retwus. 


stimated Tax Payments 


These payments, summarized on 
he individual income tax return, 
re paid quarterly based on the 
1977 Declaration of Estimated In- 
eome Tax, Form 1040ES. The amount 
reported included any credit which 
S applied against the estimated 
ax by reason of an overpayment of 
the 1976 tax liability. 


Excess Itemized Deductions 


This deduction concept, intro- 
duced by the Tax Reduction and 
Simplification Act of 1977, repre- 
sented the amount by which total 
itemized deductions exceeded the 
ero bracket amount. See also 
Total Itemized Deductions" and 
"Zero Bracket Amount" in this 
ection and the text in section 2, 
eductions and Exemptions, and 
ection 3, Tax Computation and Tax 
Rates. 


eess Social Securit 


For 1977, if the total social 

security (FICA) tax withheld was 
reater than $965.25 because an 
employee worked for more than one 
employer, the excess could be taken 
las a credit toward payment of an 
employee's income tax. Any amount 
in excess of tax liability was 
refundable. In the case of a 
joint return, the credit was 
computed for each taxpayer. For 
1976, the maximum amount was 
$895.05. 


Exemptions 


In the computation of tax- 
able income, a $750 deduction was 
allowed for each exemption claimed. 

An exemption was allowed for 
each taxpayer shown on a return (on 
joint returns, husband and wife 
were each regarded as a taxpayer). 
If either husband or wife filed a 
separate return, the spouse's ex- 
emption could be claimed on that 
return only if the other spouse did 
not file a return, had no gross 
income, and was not the dependent 
of another taxpayer. Additional 
exemptions were allowed for the 
taxpayer or spouse who indicated 
either or both of the following 
conditions: age 65 or over or blind. 

Exemptions were also allowed 
for qualified dependents. In 
general, an individual qualified 
as a dependent if that person had 
gross income less than $750 ($750 
or more if in category (2) below), 
received more than half his or her 
support from the taxpayer, was re- 
lated to the taxpayer (such as a 
son, daughter, parent), or lived 
in the taxpayer's home as a member 
of the household for the whole year. 

The total number of exemp- 
tions shown in this report includes 
some duplication. This occurred in 
the case of: 

(1) dependents other than 
children who had gross income less 
than $750, but filed a return to 
obtain a refund of tax withheld on 
wages, 

(2) dependent children with 
gross income of $750 or more which 
included unearned income (divi- 
dends, interest, capital gains, and 
the like), and 

(3) dependent children under 
19 years of age or students regard- 
less of age who either (a) were 
required to file a return because 
their gross income was $2,950 or 
more, or (b) had gross income of 
less than $2,950, all of it "earned 
income," and filed a return only to 
obtain a refund of tax withheld on 
wages. 

In each of these instances 
individuals were counted twice, as 
taxpayers filing their own returns 
and as dependents on another tax- 
payer's return. 


Expanded Income 


This amount was obtained by 
adding together "adjusted gross 
income" and "tax preferences ex- 
eluded from adjusted gross income" 
and then subtracting "investment 
interest." Each of these terms 
is explained separately in this 
section. However, for a further 
explanation of expanded income, 
4ee "High-Income Returns, Taxable 
and Nontaxable" in section 1, 
Returns Filed and Sources of 
Income. 
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Farm Net Profit or Loss 


This source was reported by 
individuals who were sole proprie- 
tors of a farm. When there were 
two or more farms operated by the 
same taxpayer, the single amount of 
profit or loss included in adjusted 
gross income represented the com- 
bined profit and loss from all 
farming activities. 

Farm business costs and 
expenses were deductible from 
farm gross business receipts in 
arriving at farm net profit or 
loss. Excluded from farm net 
profit or loss were (1) gain from 
sales of livestock (except poultry) 
held for breeding purposes, of unhar- 
vested crops sold with the land 
(when the land was held for a 
period which qualified it for long- 
term capital gains treatment), and 
of other farmland, all of which 
were reported on the separate sche- 
dule for sales of property, Form 
4797, and (2) farm rental income 
based on crops or livestock pro- 
duced solely by the tenant, without 
material participation of the land- 
owner (or sublessor) in the opera- 
tion or management of the farm, 
reported as rental income by the 
owner on the separate schedule for 
supplemental income (Schedule E). 

Additional information on farm 
receipts and expenditures can be 
found in Statistics of Income-- 
Business Income Tax Returns. 


Foreign Tax Credit 


A credit against income tax 
was permitted for foreign taxes 
paid. The credit was for the 
income and profits taxes paid to 
foreign countries or U.S. posses- 
sions and included the taxpayer's 
share of such taxes paid through 
partnerships and fiduciaries. 

In general, the tax credit was 
limited to the same proportion of 
the income tax before credits as 
the taxable income from foreign 
sources bore to the entire taxable 
income, but could not exceed the 
foreign taxes paid. In addition, 
the credit was further limited to 
income tax before credits minus 
the general tax credit and the 
eredit for the elderly. Amounts 
in excess of this limitation could 
be carried back 2 years and the 
remainder carried forward 5 years 
for use in computing the credit 
for these vears. 

Additional information is 
available periodically from — 
Supplemental Report, Statistics of 
Income--Internationak Income and 
Taxes, Forergn Income and Taxes on 
Individual Income Tax Returns. 
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Forfeited Interest Penalty 
Adjustment 


Taxpayers who had paid 
penalties for the premature 
withdrawal of funds from time 
Savings accounts could deduct 
these penalties as an adjustment 
to gross income. This allowed 
taxpayers who used the zero 
bracket amount only (i.e., 
Standard deduction) to take 
advantage of this reduction of 
income. 


Form of Deduction 


For purposes of this classi- 
fication, returns were categorized 
into one of three groups: those 
with nonbusiness itemized deduc- 
tions, those with a zero bracket 
amount only (known as standard 
deduction returns for 1976 and 
prior years), and those with no 
deductions. For a return to fall 
into either of the first two 
groups, there had to be positive 
adjusted gross income and in the 
case of the zero bracket amount 
only returns, adjusted gross income 
had to exceed the exemption amount. 
The reason adjusted gross income 
had to exceed the exemption amount 
was because the exemption amount 
was subtracted from adjusted gross 
income first, before the zero 
bracket amount; the zero bracket 
amount, no longer a deduction from 
adjusted gross income, was actually 
the first portion of taxable in- 
come, the amount "taxed" at the 
first, or zero percent, tax rate. 
Returns in the third group, those 
with neither itemized deductions 
nor zero bracket amount only, were 
either (1) deficit or "breakeven" 
returns, since there was no income 
from which to subtract any deduc- 
tions, or (2) returns with no 
itemized deductions and with 
adjusted gross income less than 
the exemption amount. 

This last classification is 
not entirely comparable to that 
used in previous years, as a 
result of the Tax Reduction and 
Simplification Act of 1977. For 
1976 and previous years, only 
deficit and breakeven returns were 
excluded from classification as 
standard or itemized deduction 
returns; any amount of positive 
adjusted gross income enabled the 
return to be categorized. Returns 
with no deductions, on the other 
hand, could have been classified 
as either itemized, standard, or 
no deduction returns, depending on 
certain other conditions, such as 
marital status. 

See also "Zero Bracket 
Amount," "Excess Itemized Deduc- 
tions," and "Unused Zero Bracket 
Amount," in this section and the 
text in section 2, Deductions and 
Exemptions, and section 3, Tax 
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Computation and Tax Rates, for a 
further explanation of the changes 
instituted by the Tax Reduction 
and Simplification Act of 1977. 


Fully Taxable Pensions and 


Annuities 


See "Pensions and Annuities." 


Fully Taxable Pensions and Annui- 
ties Reported on Schedule E 


See "Pensions and Annuities." 
General Sales Taxes 


See "Taxes Paid Deduction." 


General Tax Credit 


This credit against income tax 
was available to all taxpayers with 
a "tax generated" (defined below). 
Except for married persons filing 
separate returns, it equalled the 
larger of: 

(1) the personal exemption 
eredit, equal to $35 multiplied by 
the number of exemptions, including 
those for age and blindness begin- 
ning with 1977; or 

(2) the taxable income credit, 
equal to 2 percent of taxable 
income reduced by the appropriate 
zero bracket amount, but never 
more than $180. 

Married persons filing sepa- 
rately, beginning with 1977, could 
only use the personal exemption 
method of computing this credit 
(previously they were eligible for 
the larger of the two credits, 
although the taxable income credit 
was limited to $90). 

The Tax Reduction and Simpli- 
fication Act of 1977 required the 
general tax credit to be incorpo- 
rated into the tax tables, thereby 
eliminating the need for many tax- 
Payers to make this computation. 
Those taxpayers ineligible to use 
the tax tables, however, were still 
required to compute their own 
general tax credit. 

For purposes of the statis- 
ties, the general tax credit is 
shown for all returns even if it 
was not actually computed by the 
taxpayer. The amount of the 
general tax credit was, however, 
limited, on a return-by-return 
basis, to the amount of "tax 
generated." 


Heads of Households, Returns of 


These returns were filed by 
"unmarried" persons who furnished 
over half the cost of maintaining a 
household for the entire year for 
at. least one qualifying relative. 
Unmarried persons, for purposes of 
this classification, were defined 
as single persons, married persons 
legally separated, certain married 
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individuals living apart but not 
legally separated, or persons 
married to nonresident aliens. 
"Qualifying" relatives, such as 
children, parents, brothers, and 
sisters, generally had to qualify 
as the taxpayer's dependents and 
had to actually live with the tax- 
payer. There were two exceptions 
to this rule. Parents of the tax- 
payer had to be dependents, but 
did not have to live in the same 
household; children of the tax- 
payer did not have to be depen- 
dents, but did have to reside in 
the same household as the taxpayer. 

A special tax rate schedule 
was provided for heads of house- 
holds which gave approximately 
half the benefit of the joint 
return schedule. 


Home Mortgage Interest 


See "Interest Paid." 


Income Averaging 


The standard income averaging 
computation permitted a part of an 
unusually large amount of taxable 
income for any one year to be taxed’ 
at lower rates, thus resulting ina 
lower amount of tax due than would 
have resulted if the taxpayers com- 
puted their tax using the regular 
tax computation methods. An eligi- 
ble individual could choose this 
computation if the "averageable 
income" for the year was more than 
$3,000. 

"Averageable income" was the 
amount by which "adjusted taxable 
income" exceeded 120 percent of the 
average "base period income" (the 
average of taxable income, with 
certain other adjustments, for the 
4 preceding tax years). Briefly, 
the income averaging computation 
operated to tax all averageable 
income at the same rate which 
applied to the first one-fifth of 
such income. "Adjusted taxable 
income" (taxable income for the 
computation year), from which the 
averageable income was derived, 
covered all income except "excess 
community property income" and 
certain amounts received by owner 
employees (see the instructions for 
Schedule G in section 8, 1977 Forms 
and Instructions, for definitions). 
"Base period income" included tax- 
able income and income earned out- 
side the United States or within 
U.S. possessions which had been 
excluded from taxation under sec- 
tions 911 and 931 of the Internal 
Revenue Code. 


Income Earned Abroad 


A U.S. citizen who was a bona 
fide resident of a foreign country 
was allowed to exclude from U.S. 
taxation all or a portion of any 
"earned income" (see definition 


elow), up to $15,000 ($20,000 for 
employee of a tax-exempt domes- 
ie charity), received while 

iving abroad. Taxpayers who 

ived in a foreign country for the 
ntire year could use the entire 
xclusion amount; otherwise, they 
etermined the amount on a 

rorated basis according to the 
umber of days in their qualifying 
riod. 

U.S. citizens living abroad 
ho were not bona fide residents 
Mf a foreign country could also be 
hligible for excluding all or a 
ortion of their earned income. 
lowever, these persons did not 
hecome eligible until they had 
een present in a foreign country 
r countries for 17 out of 18 con- 
ecutive months. At that point, 
he same rules applied to them as 
hpplied to bona fide residents. 

Earned income was defined as 
es, salaries, professional fees, 
d other compensation for personal 
ervices actually rendered. It did 
ot include dividends, capital 
ins, or interest. Earned income 
baid to U.S. citizens by the U.S. 
Sovernment was not tax-exempt, nor 
re pensions or annuities tax- 
ibxempt if attributable to employer 
bontributions made for services 
‘Ieendered outside the United States. 
fo qualify for the exemption, the 
‘-hompensation had to have been 
received no later than the close 
f the tax year following the year 
n which the services were 
erformed. 

Beginning with Tax Year 1977, 
he tax computation method used for 
neome earned abroad was different 
rom that of previous years. 
sically, the taxpayer first 
omputed a tax on the full amount 
of income, including the tax-exempt 
ount, using either the regular, 
maximum, or alternative tax compu- 
tation methods. The taxpayer then 


-exempt income. The difference 
between these two tax figures was 
he tax on the non-exempt income. 
his procedure generally resulted 
iin a tax which was higher than the 
regular tax would have been on the 
same amount of taxable income. In 
either case, if all the income 
were exempt, there was no tax lia- 
bility. See atso section 1, Re- 
turns Filed and Sources of Income, 
land section 3, Tax Computation and 
Tax Rates. 

Additional information is 
available periodically from the 
Supplemental Report, Statistics of 
Income--Internationak Income and 
Taxes, Foreign Income and Taxes on 
Individual Income Tax Returns. 


Income Subject to Tax 


For taxpayers using the regu- 
lar, alternative, or maximum tax 
computation methods, "income sub- 
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ject to tax" was the same as "tax- 
able income" (adjusted gross 

income less the personal exemption 
amount and excess itemized deduc- 
tions). For taxpayers using the 
income averaging method, income 
subject to tax was a reduced amount 
of taxable income especially com- 
puted for the statistics by working 
backwards from the tax itself. For 
those returns with tax on partially 
tax-exempt income, income subject 
to tax was also computed by working 
backwards from the tax figure, but 
it could have been either greater 
than or less than the actual tax- 
able income depending on whether 
the taxpayer used the maximum or 
alternative methods as well. See 
also section 3, Tax Computation 

and Tax Rates. 


Income Tax After Credits 


Income tax after credits was 
equal to "income tax before 
credits" minus the general tax 
credit, credit for the elderly, 
investment tax credit, foreign tax 
credit, work incentive (WIN) 
credit, political contributions 
eredit, new jobs credit, child 
eare credit, any other credits, 
and, for purposes of this report, 
to the extent that it did not 
result in a negative amount, the 
earned income credit. The portion 
of the earned income credit which 
did not result in a negative 
amount is tabulated as "earned 
income credit used to offset 
income tax before credits." 


Income Tax Before Credits 


This amount was comprised of 
two components: "tax generated" 
and "taxes from special computa- 
tions." Generally, "tax generated" 
was the tax liability computed on 
current year "tax table income" or 
"taxable income" based on: 

(1) the regular tax, whether 
derived from the tax tables or tax 
rate schedules, 

(2) the alternative tax on net 
long-term capital gains, 

(3) the income averaging tax, 

(4) the maximum tax on per- 
sonal service income, or, 

(5) the tax on partially tax- 
exempt income earned abroad. 

"Taxes from special computa- 
tions" (defined below) generally 
were related either to prior-year 
income or to income that had been 
excluded from adjusted gross 
income. As a result, it was 
possible for a taxpayer to have 
"income tax before credits" with- 
out having "taxable income" (or 
"tax table income"). 


Income Tax Witnheld 


Tax withheld included amounts 
deducted from salaries, wages, 


tips, and other forms of remunera- 
tion. An employer could use either 
the "percentage" or "wage bracket" 
method, both of which were based 
on graduated rates ranging from 14 
to 36 percent, or any of the alter- 
native methods permitted by the 
Internal Revenue Service in deter- 
mining the amount to be withheld. 
In addition to income tax 
withheld on salaries, as reported 
on Form W-2, tax withheld from pen- 
sions and annuities, as reported on 
Form W-2P, was included in this 
amount. Beginning with Tax Year 
1977, tax withheld on certain 
gambling winnings, as reported on 
Form W-2G, was also included (4ee 
also “Changes in Law"). 


Individual Retirement Account 
Adjustment 


For taxable years beginning 
after December 31, 1974, an indi- 
vidual who was not covered by a 
qualified private or governmental 
retirement plan was able to set up 
an individual retirement arrange- 
ment (IRA) fa) at a bank or other 
qualified financial institution, 
(b) by investing directly in indi- 
vidual annuity contracts issued by 
an insurance company, or (c) by 
investing in special retirement 
bonds issued by the Federal 
Government. Contributions to such 
a plan, which were limited to the 
lesser of $1,500 or 15 percent of 
the individual's "earned income" 
(wages, salaries, and net earnings 
from self-employment), could be 
deducted from the employee's gross 
income in arriving at adjusted 
gross income. Taxpayers could not 
start withdrawing funds from the 
account until they reached age 
59-1/2 and had to start doing so 
upon reaching age 70-1/2. Penalty 
taxes (defined below) were 
assessed in the event the taxpayer 
failed to comply with these 
limitations. 

The Tax Reform Act of 1976 
provided for the establishment of 
an IRA (separate from that of the 
working spouse) for a nonworking 
spouse, effective for 1977. The 
total deduction from gross income 
in this instance was limited to the 
smallest of (a) $1,750, (b) 15 
percent of the working spouse's 
earned income, or (c) twice the 
smaller amount contributed to 
either spouse's IRA (thus making 
it advantageous to contribute the 
same amount to each IRA). 


Intangible Drilling Costs 

See "Tax Preferences." 
Interest Paid 

Interest paid on personal 


debts, mortgages, bank loans, and 
installment purchases of real or 
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personal property was deductible, 
but interest paid on money bor- 
rowed to buy tax-exempt securities 
or single premium life insurance 
and endowment contracts was not. 
The amounts deductible as interest 
expense included "investment 
interest" (that amount paid or 
accrued on indebtedness incurred, 
or continued, to purchase or carry 
property held for investment) as 
reported on Form 4952, subject to 
the limitations prescribed in the 
law. Interest relating to busi- 
ness, royalty, and rental income 
was deducted directly from these 
items and was, therefore, not 
reflected in the interest paid 
statistics. For installment pur- 
chases, interest paid included 
amounts stated in the contract, 
certain unstated amounts of inter- 
est as provided in Code section 
483, and finance charges. 

See section 2, Deductions and 
Exemptions, for a more detailed 
explanation of "investment interest 
from Form 4952." 


Interest Received 


Interest received was the 
taxable portion of interest re- 
ceived from bonds, debentures, 
notes, mortgages, personal loans, 
bank deposits, and savings ac- 
counts. Taxpayers were also 
instructed to include so-called 
dividends on deposits or with- 
drawable accounts in mutual 
savings banks, cooperative banks, 
savings and loan associations, and 
credit unions. Excluded was the 
interest on a State or local Gov- 
ernment obligation. Such interest 
Was tax-exempt and, therefore, did 
not have to be reported on the tax 
return. 


Investment Credit 


This tax credit was based on 
a percentage of the "qualified 
investment" in certain new and used 
depreciable assets, chiefly machin- 
ery and equipment with a useful 
life of 3 years or more. The 
applicable percentage for most 
property acquired and placed into 
service or constructed during the 
period January 22, 1975, through 
December 31, 1976, was 10 percent 
of "qualified investment" as pro- 
vided for by the Tax Reduction Act 
of 1975. The Tax Reform Act of 
1976 extended this 10 percent rate 
through 1980. Before January 22, 
1975, the credit was, in general, 
7 percent. 

The cost of the property 
determined the taxpayer's credit 
base, "qualified investment," an 
amount that took into account the 
length of the property's intended 
life and whether the property was 
new or used. Small Business 
Corporations and partnerships were 
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eligible for the credit, although 
the credit itself was claimed not 
by these entities but by the 
shareholders and partners, res- 
pectively, on their individual 
income tax returns. There were 
also limitations on the credit 
itself, for the most part depen- 
dent on the presence or size of 
income tax (excluding the penalty 
taxes on self-employed, or Keogh, 
plans and the special income 
averaging tax), reduced by the for- 
eign tax credit and the credit for 
the elderly before the investment 
credit could be applied. Amounts 
in excess of these limitations 
could be carried back 3 years and 
the remainder carried forward, in 
general, to the succeeding 7 years, 
for use in computing the credit for 
these years. 


Investment Interest 


This was an amount computed 
for the statistics on high-income 
returns required under the Tax Re- 
form Act of 1976. It was equal to 
total interest deducted (other than 
home mortgage interest), limited 
to investment income (interest 
received, dividends, and capital 
gains, to the extent included in 
the income being tabulated). 

Thus, since different amounts of 

investment income are included in 
the different income concepts used 
in this report, different amounts 


of investment interest had to be 
tabulated, as follows: 

(1) When the income concept 
being tabulated was "adjusted gross 
income" or "adjusted gross income 
less investment interest," invest- 
ment income equalled the sum of: 

(a) interest received, 

(b) dividends after the ex- 
elusion of up to $100 per taxpayer, 

(ec) all net short-term capi- 
tal gains, 

(d) one-half of net long- 
term capital gains (in the case of 
taxpayers with long-term gains and 
short-term losses, one-half of the 
excess of long-term capital gains 
over short-term capital losses), 
and all the net long-term capital 
losses, limited to $2,000 per tax 
return. 

(2) When data on "expanded 
income" or "adjusted gross income 
plus excluded tax preferences" were 
tabulated, investment income 
equalled the sum of: 

(a) interest received, 

(b) dividends before exclu- 
sion, 

(ec) all net short-term capi- 
tal gains, 

(d) all net long-term capi- 
tal gains, and all the net short- 
term and one-half net long-term 
capital losses, limited to $2,000 
per tax return. 


Explanation of Terms 


Investment Interest From Form 4952 
See "Interest Paid." 
Itemized Deductions 


See "Total Itemized 
Deductions." 


Itemized Deductions Tax Preference 


See "Tax Preferences." 


Joint Returns of Husbands and Wives 


These were either returns on 
which married taxpayers reported 
their combined income or returns 
of married taxpayers where only 
one spouse had income, but the 
exemptions of both were claimed. 


Low-Income Allowance 


See "Zero Bracket Amount." 


Marginal Tax Rates 


The marginal tax rate was the 
highest rate used by a taxpayer in 
computing tax under a specified tax 
computation method. For example, 
if a joint return showed taxable 
income of $26,000, the tax rate 
schedule (reproduced in the income 
tax return facsimile at the end of 
this report) indicated tax as 
$4,380 on the first $23,200 plus 
32 percent of the excess. The 
marginal rate in this case is 32 
percent, and the income taxed at 
the marginal rate is $2,800 
($26,000 minus $23,200). 

The example assumes that the 
tax was determined solely on tax- 
able income under the regular com- 
putation method. If a taxpayer had 
income subject to tax at both the 
regular rates and the special capi- 
tal gains rates, a marginal rate 
was determined for each portion of 
income subject to tax. The mar- 
ginal rate for income averaging 
returns and returns with tax from 
partially tax-exempt income was 
determined for the statistics by 
applying the rates from the regu- 
lar rate schedule to a reduced 
amount of taxable income (des- 
cribed under "Income Subject to 
Tax"). 


Marital Status 


The five marital status 
elassifications were: 

(1) joint returns of husbands 
and wives, 

(2) separate returns of 
husbands and wives, 

(3) returns of heads of 
households, 

(4) returns of surviving 
spouses, and 


(5) returns of single persons 
bt heads of households or 
rviving spouses. 

Marital status was usually 
btermined as of the last day of 
e taxable year. If one spouse 
fed during the tax year, the 
her was considered married for 
e entire year. If a taxpayer 
as divorced during the tax year 
d did not remarry, the taxpayer 
as considered to be unmarried for 
e entire year. Each of the above 
assifications is defined under 
eparate heading. 


imum and Alternative Tax 
omputation 


See "Maximum Tax on Personal 
lervice Income." 


imum and Regular Tax Computation 


See "Maximum Tax on Personal 
lervice Income." 


laximum Tax on Personal Service 


"Tax generated" was usually 
mputed by applying to taxable 
mcome graduated tax rates ranging 
om 0 to 70 percent. However, 
axpayers with large amounts of 
9ersonal service income" could 
ect to limit the top tax rate on 
uch income to a maximum of 50 per- 
t. This was done by splitting 
able income into "personal 
ervice" and "other" taxable 
mcome. To earned taxable income 
Ihe regular rates starting with 0 
ercent were applied, but to 
ounts which would have been sub- 
ect to rates higher than 50 per- 
ent, the maximum tax rate of 50 
ercent was applied instead. Other 
axable income was taxed at regular 
ates higher than 50 percent, ex- 
lept for any portion subject to 
lapital gains rates under the 
lternative tax computation. 
"Personal service income" was 
ross income from salaries, wages, 
rofessional fees, and compensation 
lor personal services. If the tax- 
ayer engaged in a trade or busi- 
ess where both services and capi- 
al were material income-producing 
actors, up to 30 percent of net 
rofit was considered earned in- 
ome. Net proceeds from the sales 
f property created by the taxpayer 
ere also considered earned in- 
ome. Beginning with 1977, pen- 
ions, annuities, and other defer- 
ed compensation for personal 
ervices rendered in the past 
ould also be included. "Personal 
ervice net income" was personal 
ervice income as here defined 
ess allocable deductions and 
xpenses. 
| Personal service net income 
as used to determine "personal 
ervice taxable income." Taxable 


income was multiplied by the ratio 
of personal service net income to 
adjusted gross income. The result 
(limited to the amount of taxable 
income) was then subject to 
reduction by the "tax preference 
offset," the total amount of tax 
preferences reported on Form 4625 
(see "Tax Preferences"). "Per- 
sonal service taxable income," 
then, was the result of applying 
an earnings ratio to taxable 
income and then subtracting from 
that result those items which had 
already received special tax treat- 
ment, namely the tax preferences. 


The part of taxable income 
which was not personal service 
taxable income was "other taxable 
income." Other taxable income, in 
turn, consisted of "other taxable 
income subject to regular rates" 
and "other taxable income subject 
to the capital gains rate." 

Tax generated was the sum of 
tax on personal service taxable 
income, computed as described in 
the first paragraph, plus the tax 
on "other taxable income," defined 
above. Except for taxpayers using 
the capital gains rates of the 
alternative tax computation, the 
tax on "other taxable income" was 
the regular tax on taxable income 
less the regular tax on personal 
service taxable income. For tax- 
payers electing the alternative 
tax computation, the tax on "other 
taxable income" was the alterna- 
tive tax on capital gains plus the 
regular tax on taxable income less 
the regular tax on the sum of per- 
sonal service taxable income and 
taxable income from long-term 
capital gains. 

The maximum tax computation 
was not available to married per- 
sons filing separate returns or to 
taxpayers electing income averag- 
ing. See also "Alternative Compu- 
tation of Tax" and the text in 
section 3, Tax Computation and Tax 
Rates. 


Medica] and Dental Expense 
Deduction 


In general, medical and den- 
tal expenses could be claimed as 
itemized deductions to the extent 
that they exceeded 3 percent of 
adjusted gross income. Expendi- 
tures considered for this deduc- 
tion were the actual amounts paid 
during the tax year for health 
eare of the taxpayer, spouse, 
dependents, and any other person 
who, except for the fact that he 
or she had $750 or more of gross 
ineome or filed a joint return 
with his or her spouse, could be 
claimed as a dependent. Amounts 
paid for drugs and medicines were 
included in medical expenses only 
to the extent that they exceeded 1 
percent of adjusted gross income. 
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Any insurance payment, 
received on account of medical 
expenses incurred, reduced the 
cost which could be considered as 
medical expenses actually paid by 
the taxpayer. However, one-half 
of the cost of medical insurance 
up to $150 was fully deductible as 
a medical expense without regard 
to the 3 percent limitation, while 
the remaining one-half of the cost 
plus any excess over $150 was 
subject to the 3 percent 
limitation. 


Minimum Tax 


See "Additional Tax for Tax 
Preferences." 


Miscellaneous Itemized Deductions 


Included in the statistics 
were all specified nonbusiness 
deductions from adjusted gross 
income for which separate cate- 
gories were not provided on the 
return form plus personal casualty 
and theft losses. 

On the return form, miscel- 
laneous deductions included ex- 
penses incurred in the collection 
of income; or for the management, 
conservation, or maintenance of 
property held for the production 
of income subject to tax; gambling 
losses not in excess of winnings 
reported in income; amortization 
of bond premium; expenses con- 
nected with the taxpayer's employ- 
ment (for example, dues to profes- 
sional societies, cost of tools 
and supplies for the job, and fees 
to employment agencies); fees paid 
for the preparation of a tax re- 
turn; allowable expenses of an 
employee in connection with the 
employer's business; and up to 
$100 ($200 for a joint return) of 
contributions to candidates for 
public office. 

Casualty and theft losses, 
while shown as a separate category 
on the return form, were classi- 
fied in "total miscellaneous de- 
ductions" for the statistics. See 
"Casualty and Theft Losses." 


Moving Expense Deduction 


An employee who had to move 
to a new residence as a result of 
changing jobs could deduct certain 
reasonable expenses incurred in 
moving from the former residence 
to the new residence at the new 
place of employment, subject to 
limitations in the law. These ex- 
penses were deducted from gross 
income and used to arrive at ad- 
justed gross income. 

Deductible expenses included 
those incurred from moving house- 
hold goods and personal effects, 
meals, and lodging of the taxpayer 
and household members en route to 
the new residence. There were no 
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dollar limitations for these ex- 
penses. Other allowable expenses, 
for which there were dollar limi- 
tations, included househunting 
trips, cost of meals, lodging in 
temporary quarters at the new 
location for up to 30 days, and 
costs related to settlement of an 
unexpired lease or acquisition of 
a new lease, or selling of a resi- 
dence and purchase of a new resi- 
dence. 

The Tax Reform Act of 1976 
reduced the mileage limitation 
(the distance between the tax- 
payer's new principal place of 
work or business and his or her 
former residence) from 50 to 35 
miles. In addition, the Act in- 
creased both the maximum deduction 
for al expenses subject to a 
dollar limitation from $2,500 to 
$3,000, as well as the deduction 
for househunting trips and tempo- 
rary quarters from $1,000 to 
$1,500. 


Net Operating Loss Credit 


See "Additional Tax for Tax 
Preferences" in section 3, Tax 
Computation and Tax Rates. 


Net Operating Loss Eligible for 
Carryover 


See "Additional Tax for Tax 
Preferences" in section 3, Tax 
Computation and Tax Rates. 


New Jobs Credit 


The new jobs credit, provided 
for by the Tax Reduction and Sim- 
plification Act of 1977, was 
designed to encourage businesses to 
hire additional employees. The 
eredit for years beginning in 1977 
was 50 percent of the excess of 
the total unemployment insurance 
wages (FUTA) paid during Calendar 
Year 1977 over 102 percent of the 
total FUTA wages paid during 1976. 
For purposes of this computation, 
the maximum FUTA wages were $4,200. 
Sole proprietors claiming this 
eredit had to reduce their deduc- 
tion for wage and salary expense 
by the amount of the credit. 

Employers were also allowed 
to take an additional credit of 10 
percent of the first $4,200 of FUTA 
wages paid to each handicapped 
employee referred to the employer 


upon completion of a vocational 
rehabilitation program. Only wages 
paid during the l-year period be- 
ginning when the employee was first 
Paid FUTA wages were taken into 
account in computing the 10 percent 
credit. The credit was limited to 
one-fifth of the amount of the reg- 
ular 50 percent credit which was 
available without regard to the 
$100,000 limitation. 

The total amount of the 
credit could not exceed (1) 50 
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percent of the increase in total 
wages paid for the year over 105 
percent of the total wages paid in 
the previous year; (2) 25 percent 
of the current-year FUTA wages; 
(3) $100,000; and (4) income tax 
(excluding the penalty taxes on 
self-employed, or Keogh, plans and 
the special income averaging tax) 
after reduction by all other tax 
credits. Any excess credit, how- 
ever, could be carried back to the 
3 preceding tax years and the 
remainder carried forward to the 7 
succeeding tax years. 

Partnerships, Small Business 
Corporations, and estates and 
trusts computed the credit at the 
entity level and passed it through 
to be claimed by the partner, 
shareholder, etc. The amount of 
the credit allowed to the indivi- 
dual was limited to the indivi- 
dual's proportionate part of the 
income tax allocable to the 
interest in the entity. 


One-half Excess Long-term Gain 


See "Alternative Computation 
of Tax." 


One-half Insurance Premiums 


See "Medical and Dental 
Expense Deduction." 


Other Income 


Included here were such items 
as prizes, awards, sweepstakes win- 
nings, gambling profits, recovery 
of bad debts, insurance received as 
reimbursement for medical expenses 
taken in a previous year, and any 
other income subject to tax for 
which there was no specific line 
provided on the return form. Tax- 
payers were required to apply any 
deduction for business net operat- 
ing losses against “other income." 


Other Tax Credits 


Other tax credits included, 
in general, only those statutory 
eredits which were used to offset 
income tax and could not be 
identified as credit for the 
elderly, child care, investment, 
work incentive (WIN), foreign tax, 
new jobs, or contributions to 
candidates credits. "Other tax 


credits", to the extent that they 


were in excess of total tax and 
were refundable, were tabulated as 
part of "other taxpayments." 


Other Taxable Income 


See "Maximum Tax on Personal 
Service Income." 


Other Taxes 


See "Taxes Paid Deduction." 


Explanation of Terms 


Other Taxpayments 


"Other taxpayments" included 
the credit from a regulated invest: 
ment company for tax it paid on un 
distributed capital gain dividends # 
the "throwback tax credit" allowed’ 
trust beneficiaries for certain 


taxes previously paid by the trust 


and any other unidentified amounts 
that could not be allocated to 


held," or "credit for tax on 
gasoline, fuel, and oil." "Other 
tax credits," to the extent that 
they were in excess of total tax 
and were refundable, were also 
tabulated as "other taxpayments." 


Other Than Cash Contributions 


See "Contributions Deduction. 


Overpayment 


An overpayment of tax occur- 
red when the "taxpayments" (de- 
fined below) exceeded "total tax 
liability" (also defined below). 
Overpayments could be refunded; 
or, at the taxpayer's election, 
taken as a credit on the subse- 
quent year's estimated tax; or 
taken partly as a refund and 
partly as a credit against 
estimated tax. 


Partnership Net Profit or Loss 


Partnership net profit or los: 
was reported by persons who were 
members of a partnership, syndi- 
eate, joint venture, or unincorpo- 
rated association. The taxpayer's 
profit or loss shown was the share 
only of the ordinary income or los: 
of the enterprise together with 
payment made to the taxpayer for 
the use of capital or as a salary. 
If the individual was a member of 
more than one partnership, the i 
single amount of partnership profil, 
or loss reported in adjusted gross. 
income, whether actually received 
or not, was the net result of all 
shares. 

Beginning with 1976, an "at 
risk" limitation was introduced on 
a partner's deductible losses that 
were attributable to certain part- 
nership "tax shelter" activities 
to which a partner contributed 
cash or property. In general, 
losses were allowed only to the 
extent of the aggregate amount the 


partner had "at risk" in the 
activity at the close of the 
year. (The amount "at risk" was 
the partner's cash or property 
investment or amounts borrowed for ft 
which the partner was personally 
liable or which was secured by ik 
property other than the amount the jf 
partner had invested.) The amount 
"at risk" was reduced by the 
losses deducted; however, a loss 


excess of the "at risk" amount 
k¢ Juld be carried over for possible 
egy ge in the following year. 


the exclusion, net short- and 
g-term capital gain or loss, 


nds, and shares of specially 
located income or loss, even 

en these amounts were received 
ough a partnership. Such 

hcome was included on the tax 
turn on the separate lines pro- 
ded for these income types. 
bductions for which there were 
iparate lines on the return were 
milarly excluded from partner- 
hip net profit or net loss. 

Data shown for 1977 include 

ie number of returns showing just 
't income received from all part- 
brships and the number showing 
ast the net loss from all part- 
prships. In other words, if a 
bturn showed net income from one 
artnership and a net loss from 
nother, that return was tabulated 
1 both the: "total income" and 
s0tal loss" columns. The columns 
ibelled "net income" and "net 
oss" represent, as they do 

ually, the sum of all income 

ad loss reported from all 
artnerships; i.e., the net 

mount, on a return-by-return 
Asis. 

Additional information for 
artnerships can be found in 
tatistics of Income--Business 
come Tax Returns. 


equest for Extension 


This payment was made when the 
xpayer filed Form 4868, Applica- 
ion for Automatic Extension of 
ime to File U.S. Individual Tax 
eturn, and gained a 2-month exten- 
lion of time to file the Form 1040. 
i fhe application operated to extend 
e time to file. It did not ex- 
end the time for payment of ex- 
ected tax since full payment of 
iny tax due had to be made with the 
pplication for extension. When 

e taxpayer filed the return, he 
she entered the amount paid with 
orm 4868 on Form 1040 to determine 


lenalty Taxes on Individual 
etirement Accounts (IRA's) 


A taxpayer could start with- 
rawing funds from this account 
fter reaching age 59-1/2, and had 
o start doing so after reaching 
ge 70-1/2. Withdrawals prior to 
eathing age 59-1/2 were subject 

© a penalty tax equal to 10 per- 
ent of the premature distribution. 
Aailure to withdraw funds after 
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reaching age 70-1/2 resulted in 
the taxpayer's paying a 50 percent 
excise tax on the amount by which 
the minimum required distribution 
exceeded the distributions actu- 
ally received by the individual 
during the year. Contributions 

to the retirement arrangement in 
excess of the legal limitation 

for the year (15 percent of earned 
income; $1,500 maximum) were sub- 
ject to an excise tax equal to 6 
percent of the excess contribution. 
See also "Individual Retirement 
Account Adjustment." 


Pensions and Annuities 


Generally, pensions repre- 
sented periodic income received 
after retirement and made in con- 
sideration of past services with 
an employer, while annuities were 
income payable at stated intervals 
in consideration of a specific pre- 
mium. A taxpayer could acquire a 
pension or annuity either by pur- 
chase from a commercial organiza- 
tion (usually life insurance, 
endowment, or annuity contracts) or 
under a plan or contract connected 
with the taxpayer's employment. 
Those pensions or annuities ob- 
tained in connection with employ- 
ment could be purchased entirely 
by the taxpayer or could be fi- 
nanced in part (a contributory 
plan) or in whole (a noncontribu- 
tory plan) by contributions of the 
employer. 

Since a noncontributory pen- 
sion was one paid for entirely by 
an employer, the amount received 
by the employee was fully taxable. 
This fully taxable pension was 
reported on line 17, "Fully taxable 
pensions and annuities," of Form 
1040 rather than on Schedule E, 
Supplemental Income Schedule, which 
was used to report amounts received 
from a contributory pension. 

For the taxpayer who partici- 
pated in a contributory retirement 
plan while employed, the amount re- 
ceived was only partially taxable. 
In general, the amount excludable 
from gross income, the nontaxable 
portion, represented the taxpayer's 
contributions under the plan, while 
the taxable portion represented the 
employer's contribution. (In the 
ease of a survivor-beneficiary of 
a deceased employee, a "death bene- 
fit exclusion" of up to $5,000 
could be excluded, in addition to 
the deceased employee's contribu- 
tion.) The entire amount of pen- 
sion received for the year was 
reported on the supplemental 
income schedule (Schedule E, Form 
1040), with the taxable portion 
shown separately and carried 
forward to line 18 of Form 1040, 
and included under the heading 
"Pensions, annuities, rents, 
royalties, partnerships, estates 
and trusts, etc." When it was 
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possible for the retired employee 
or a survivor to recover the 
employee's contributions within 3 
years by the annuity payments re- 
ceived, the payments were nontax- 
able until recovered, after which 
time the pension or annuitv was 
fully taxable. This was the 
"three-year rule" computation 
method. If this method was inap- 
plicable, the taxpayer's yearly 
receipts were prorated into tax- 
able and nontaxable portions based 
on life expectancy at the time that 
the pension or annuity started (or 
"term certain," if the annuity was 
not payable for life). 


Receipts from individually 
purchased annuities were usually 
prorated into taxable and nontax- 
able portions, since the taxpayer 
could expect to receive more than 
the cost, but not within 3 years. 


Percentage Standard Deduction 


See "Zero Bracket Amount." 


Personal Exemption Credit 


See "General Tax Credit." 


Personal Property Taxes 


See "Taxes Paid Deduction." 
Political Contributions 


An individual taxpayer was 
allowed to elect either a credit 
or an itemized deduction for poli- 
tical contributions paid during 
the tax year. This political con- 
tribution could be to a candidate 
or candidates for election to a 
Federal, State, or local office, 
in a primary, general, or special 
election, or it could be to a poli- 
tical campaign committee. The 
credit against income tax was per-=- 
mitted for 50 percent of the poli- 
tical contributions made, up to $50 
on a joint return or $25 on a 
return of a married person filing 
separately or on the return of a 
Single person. In lieu of the 
credit, an individual could deduct 
from adjusted gross income politi- 
cal contributions made, up to $200 
on a joint return or $100 on a 
return of a married person filing 
separately or on the return of a 
single person. 

Availability of the credit 
allowed taxpayers claiming the 
zero bracket amount to reduce 
their tax liability by all ora 
part of their political contribu- 
tions. Taxpayers who itemized 
their deductions, however, found 
that the deduction was more advan- 
tageous if their marginal tax rate 
exceeded 25 percent. (See "Mar- 
ginal Tax Rates," discussed in 
this section.) 
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Presidential Election Campaign 
Fund Checkoff 


Taxpayers could elect to 
designate $1 ($2 on a joint return, 
if both the taxpayer and spouse so 
elected) of their 1977 tax liabil- 
ity to be applied to the Presiden- 
tial Election Campaign Fund. This 
designation could be made by check- 
ing the appropriate box of Form 
1040 or Short Form 1040A. The 
election did not affect the size 
of the taxpayer's tax liability 
for the year. 


Real Estate Taxes 


See "Taxes Paid Deduction." 


Refund 


A refund of tax included all 
Overpayments not applied by the 
taxpayer as a credit to the next 
year's estimated tax. See "Over- 
payment." 


Regular Tax Computation 


Typically, the taxpayer, in 
determining "tax generated," first 
computed tax table or taxable in- 
come. Depending on marital status, 
the taxpayer then applied rates 
from one of four tax rate schedules 
to compute the tax. In some in- 
stances, the taxpayer used the 
equivalent tax table or requested 
the Internal Revenue Service to 
compute the tax. Returns of such 
taxpayers are also classified 
under the regular tax computation 
method. 


Rent Net Income or Loss 


Rent net income or loss con- 
stituted a part of adjusted gross 
income and was determined by de- 
ducting from gross rents amounts 
for depreciation, repairs, main- 
tenance, interest, taxes, commis- 
Sions, advertising, fuel, insur- 
ance, janitor services, and any 
other allowable expenses related 
to the rented property. 


Royalty Net Income or Loss 


Net royalties consisted of 
gross royalties less deductions 
for depletion, depreciation, office 
rent, legal fees, clerical help, 
interest, taxes, and similar items. 
Gross royalties included revenues 
from oil, gas, and other mineral 
rights; and revenue from patents; 
copyrights on literary works; 
trademarks; formulas; and so on. 
Certain royalties received under a 
lease agreement on timber, coal, 
and domestic iron ore were eligible 
for capital gains or ordinary loss 
treatment under Code section 1231, 
and as a result of the separate 
computation required by that 
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section are reflected in the 
Statistics for "sales of capital 
assets" and "sales of property 
other than capital assets." 


Salaries and Wages 


Salaries and wages as re- 
ported on the tax return were 
amounts of compensation for per- 
sonal services. Also included 
were commissions; bonuses; tips; 
fees; excess reimbursement over 
employee business expenses; and 
the value of nonmonetary payments 
for services, e.g., merchandise, 
accommodations, or property. 
Identifiable amounts for any of 
these categories which may have 
been reported by taxpayers in 
"other sources" of income were 
treated as salaries and wages for 
the statistics. Excluded were por- 
tions of salaries and wages earned 
abroad which were tax-exempt under 
special provisions of the law. 


Sales of Capital Assets 


In general, capital assets for 
tax purposes meant property re- 
garded or treated as an investment, 
such as stocks, bonds, and nonbusi- 
ness real estate including a per- 
sonal residence. Thus, property 
held for sale during the ordinary 
course of business operations and 
depreciable and real property held 
in connection with a business were 
among the property types not 
covered by the tax definition of 
capital assets. 

Beginning with 1977, if 
capital assets were held for more 
than 9 months prior to their sale, 
only half of this "long-term" gain 
was taxable and in many instances, 
at a rate lower than otherwise 
(See "Alternative Computation of 
Tax"). If the sale resulted in a 
loss, regardless of how long the 
asset was held, the loss could be 
completely offset against capital 
gains and to a limited extent, 
against ordinary income. However, 
capital losses from sales of pro- 
perty held for personal use were 
not deductible. 

In addition, net gains from 
dispositions of some of the prop- 
erty types excluded from the tax 
definition of capital gains could 
receive long-term capital gains 
treatment under special conditions 
set forth in the Code, while net 
gains from some of the property 
types included under the defini- 
tion could be denied capital gains 
treatment under other Code sec- 
tions. The latter are referred to 
under the heading "Sales of Prop- 
erty Other Than Capital Assets, 
Net Gain or Loss." 

Property used in trade or 
business, excluded from the tax 
definition of capital assets, 
received special treatment under 
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Code section 1231. Examples of 
such property were depreciable and f 
real assets; most types of live- 
stock, if held for breeding pur- 
poses; the value of unharvested 
crops sold with the land they grew 
on; as well as certain mineral 

rights. Gains and losses from 

sales or other dispositions under 


computation of net long-term capi- 
tal gain or loss. If the overall 
result was a net loss, it was 


gain or loss from sales of prop- 
erty other than capital assets. 
Thus, a net gain under section 
1231 could receive the more bene- 
ficial treatment of a long-term 
capital gain taxable under the 
alternative computation of tax, 
while a net loss under section 
1231 received the more beneficial 
treatment of an ordinary loss 
which could be fully offset 


against capital gains. Included 
in the computation under section 
1231 was the result of an addi- 
tional special computation to de- 
termine net gain or loss from 
certain "involuntary conversions" 
(principally from casualty or 3 
theft) of business assets and also” 
of capital assets. 

The amount of gain eligible 
for capital gains treatment under 
section 1231 was reduced in the 
ease of certain depreciable and 
real property by sections 1245, 
1250, 1251, 1252, and 1254 and, in 
the case of certain mining prop- 
erty, by section 617. Code sec- 
tions 1245 and 1250 limited the 
eligible gain in the case of cer- 
tain depreciable and real property’ 
based on adjustments for any accel. ia 
erated depreciation claimed since 
1962, 1964, or 1975, the date 
depending on the category of prop- F 
erty involved. To the extent of 
such depreciation, the gain was 
ordinary income. Code sections 
1251 and 1252 further limited the 
eligible gain generally on these 
same property types if they were 
used in the business of farming, 
while Code section 1254 treated 
the gain from dispositions of oil 
or gas property, for the most part, 
as ordinary income. Code section 
617 limited eligible gain on de- 
pletable mining property, after 
taking account of certain explora- 
tion and development expenditures, 
as gain from ordinary income, to 
the extent of these expenditures. 
None of these Code provisions had 
any effect on the treatment under 
section 1231 of losses resulting 
from the disposition of such 
property. 

The individual in reporting 
his or her gains and losses from 
property used in trade or business 


from involuntary conversions 
included distributive shares 
ived as a partner in a partner- 


Net shonrt-teun gain or L0545-- 
is and losses from sales or ex- 
ges of capital assets held for 
nths or less were considered 


e short-term. To obtain the 
short-term gain or loss, gains 
losses from current-year trans- 
ons were combined with any 
t-term capital loss carryover 
any net short-term gain or loss 
ived from partnerships or fidu- 
ies. 

Net Long-term gain or Loss-- 
ns and losses from sales or ex- 
ges of capital assets (or prop- 

treated as capital assets) 

more than 9 months were con- 
red to be long-term, and there- 
2, eligible for special benefi- 
|fl tax treatment (See "Net capi- 
gain" below and "Alternative 
putation of Tax"). To obtain 

ai net long-term gain or loss, 

ns and losses from current-year 
hsactions were combined with: 
(1) any net long-term gain or 
s received from partnerships or 
ciaries, 

(2) any capital gain distri- 
ons of regulated investment 
panies (mutual funds) and real 
ate investment trusts, 

(3) net long-term gains in- 
ed in the profits of Small 
imess Corporations electing to 
caxed through shareholders (re- 
2d by the special tax computed 
che company level), and 
(4) any long-term capital loss 
over from recent years prior 
LOT7. 

} Short-tewun capital Loss 
pyover--This carryover repre- 
iFed that portion of any net 
-rt-term capital loss incurred, 
not deducted, in a previous 
ble year. Also, the loss 

yover could offset dollar- 
dollar all current-year short- 
capital gains and up to 
00, beginning with 1977, of 
other income. 

Long-teun capitak L044 
over--This carryover was the 
ed portion of net long-term 
which exceeded the loss 

"s net short-term capital gain 
he $2,000 maximum deduction 
net capital loss. If botha 
short-term loss and net 
-term loss were incurred, the 
short-term loss was offset 
Be 
Net capital gain--In 
ting the gain in adjusted 
s income, the net short-term 

or loss was combined with the 
long-term gain or loss. The 
nt of net capital gain in ad- 
ed gross income conformed to 
of several conditions, namely, 
on returns with a net long-term 

, the amount included in ad- 
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justed gross income was 50 percent 
of the excess net long-term gain 
over net short-term loss; (b) on 
returns with only net long-term 
gain, 50 percent of the net gain, 
(ec) on returns with both net short- 
and long-term gain, the entire 
amount of net short-term gain com- 
bined with 50 percent of the net 
long-term gain, (d) on returns with 
only a net short-term gain, the 
entire net gain, and (e) on other 
returns, the entire excess net 
short-term gain over net long-term 
loss. 

Net capital gain included 
capital gain distributions re- 
ceived by taxpayers which would 
normally have been entered on 
Schedule D, Capital Gains and 
Losses. However, if taxpayers 
did not need Schedule D to report 
any other gains or losses or to 
compute the alternative tax, they 
did not file that schedule but 
entered 50 percent of the capital 
gain distributions directly onto 
Form 1040, on line 15. The sta- 
tistics include a separate tabula- 
tion of the capital gain distri- 
butions not reported on Schedule D. 

Net capital Lo4s4s--:In computing 
net loss in adjusted gross income, 
the net short-term gain or loss was 
merged with the net long-term gain 
or loss, and the excess loss was 
allowed to the extent of the small- 
est of (1) the short-term loss in 
excess of any long-term gain plus 
one-half of the long-term loss in 
excess of any short-term gain, 

(2) taxable income computed without 
regard to the capital loss or per- 
sonal exemptions, or (3) $2,000 
($1,000 for married taxpayers 
filing separately). 

Additional information on 
sales of capital assets is 
available periodically from the 
Supplemental Report, Statistics of 
Income--Sakes of Capitak Assets 
Reported on Individual Income Tax 
Returns. 


Sales of Property 0thet Than 
Capital Assets, Net Gain or Loss 


In general, property other 
than capital assets was property 
of a business nature, in contrast 
to personal investments which were 
capital assets. Specifically 
included were sales of (1) certain 
depreciable, depletable, and real 
business property; (2) accounts 
and notes receivable acquired in 
the ordinary course of business 
for services rendered or from sale 
of property includable in 
inventory or ordinarily held for 
sale; and (3) certain copy- 
rights, literary, musical, or 
artistic compositions or similar 
properties. Also included were 
(4) any share of gain or loss 
received through partnerships and 
fiduciaries (in contrast to capi- 
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tal gain or loss, gain or loss 
from these transactions was in- 
cluded in its entirety in com- 
puting adjusted gross income); 

(5) losses on sales of small busi- 
ness investment company stock (con- 
sidered as ordinary losses rather 
than capital losses; gains were 
treated as capital gains, however); 
(6) losses on small business stock 
if the owners were the original 
holders (however, such losses were 
limited to $50,000, or $25,000 for 
married persons filing separate 
returns; gains were treated as 
capital gains); (7) amounts 
resulting from certain "involun- 
tary conversions" including net 
losses from casualty and theft 
(see abso "Sales of Capital 
Assets" above). 

As explained under the defini- 
tion of "Sales of Capital Assets," 
a net gain from dispositions of (or 
certain transactions involving) 
specified types of business prop- 
erty that were excluded from the 
tax definition of capital assets 
could receive capital gains treat- 
ment under section 1231. Gains 
and losses from these dispositions 
or transactions first had to be 
aggregated. If the overall result 
was a net gain, it was included in 
the computation of net long-term 
capital gain. If the overall 
result was a net loss, it was 
included in the computation of net 
gain or loss from sales of prop- 
erty other than capital assets. 

The gains and losses resulting 
from involuntary conversions were 
especially treated in this 
computation. 

The amount of gains (though 
not losses) on dispositions of 
property includable in the computa- 
tion of net gain or loss under sec- 
tion 1231 was limited as a result 
of Code sections 1245, 1250, 1251, 
1252, 1254, and 617. To the extent 
that the amount eligible for capi- 
tal gains treatment was thereby 
reduced, the amount included in the 
Statistics for net gain or loss of 
sales of property other than capi- 
tal assets was increased. 


Self-Employed Retirement Deduction 


In general, self-employed 
individuals could contribute to a 
qualified retirement plan (Keogh 
or H.R. 10 plan) and deduct all or 
a part of such contributions in 
computing adjusted gross income. 
The amount which could be deducted 
was based on "earned income," 
defined as (1) net earnings from 
self-employment, but only with 
respect to a trade or business in 
which personal services of the 
taxpayer were a material income- 
producing factor, and (2) income 
from the disposition of certain 
property by individuals whose per- 
sonal efforts created the property. 
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The maximum amount of the annual 
contribution to the plan and deduc- 
tion was 15 percent of earned in- 
come or $7,500, whichever was less. 


Self-Employment Income 


See "Earned Income Credit." 


Self-Employment Tax 


This tax, levied under the 
social security svstem, was re- 
ported by each individual who had 
self-employment earnings of at 
least $400 derived from a sole 
proprietorship or from any share 
of partnership profits. U.S. 
citizens employed by foreign 
governments or international 
organizations were subject to 
self-employment tax on salaries. 
Certain types of income and 
deductions such as investment 
income, capital gains and losses, 
deductions for net operating 
losses, and casualty and theft 
losses were not allowed in com- 
puting self-employment earnings. 

The maximum amount subject to 
self-employment tax for 1977 was 
$16,500, reduced by any wages on 
Which social security tax had been 
withheld by any employer. The 
maximum self-employment tax 
payable was $1,303.50, based on 
the 7.9 percent rate in effect for 
that year. For 1976, the rate was 
the same, although the maximum 
amount of earnings subject to the 
tax was $15,300 and the maximum 
tax was $1,208.70. 


Separate Returns of Husbands and 


Wives 


Generally, these were returns 
of married persons, each of whom 
filed a return independently of 
his or her spouse and reported 
only his or her own income, 
exemptions, and tax. Also 
included were returns of married 
Persons where only one spouse had 
income, but elected to use this 
classification, and also returns 
with community property income 
divided between husband and wife. 

If the husband (or wife) 
filed a separate return, the 
wife's (or husband's) exemption 
could be claimed on that return, 
but only if the other spouse did 
not file a return, had no gross 
income, and was not the dependent 
of another taxpayer. 


Single Persons, Returns of 


These were returns of (a) un- 
married persons who did not qualify 
as head of household or surviving 
spouse, or (b) certain married in- 
dividuals living apart from their 
spouses who maintained a home, 
independently of the spouse, that 
was the home of the individual's 
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child or stepchild for more than 6 
but less than 12 months of the 
year. 


Size of Adjusted Gross Income 


The amount of adjusted gross 
income reported by the taxayer on 
the return was the basis for 
classifying data by size of 
adjusted gross income. Returns 
with deficit and those on which 
income and loss were equal were 
classified as having "no adjusted 
gross income" and appear as a 
Separate class in most basic 
tables. The absence of a class 
labelled "no adjusted gross income" 
indicates that any deficit or 
breakeven returns in a table were 
included in the lowest income 
class. 


Size of Expanded Income, Adjusted 


Gross Income Less Investment 
Interest, and Adjusted Gross 
Income Plus Excluded Tax 
Preferences 


The amounts on which these 
classifications are based-- 
adjusted gross income, investment 
interest, and tax preferences 
excluded from adjusted gross 
income-- are each described in 
this section. Returns on which 
this computation resulted in zero 
or a negative amount were included 
in the lowest income class. 


Small] Business Corporation Net 


Profit or Loss 


Net income of a qualified 
Small Business Corporation 
(defined in section 1371 of the 
Code), whether or not distributed, 
was taxed directly through each 
stockholder. Net losses were 
allocated to each stockholder to 
be offset against income from 
other sources. 

Small Business Corporation 
income shown in this report was 
the amount taxable to stockholders 
as ordinary income. Net long-term 
capital gain, reduced by the 
special tax imposed at the cor- 
porate level, retained its 
character in the hands of the 
Stockholders and is included in 
the statistics for net gain or 
loss from sales of capital 
assets. Undistributed income 
earned in previous years was 
taxable to stockholders in the 
year it was earned and could be 
distributed during the current 
year without any further tax. 

Data shown for 1977 include 
the number of returns showing just 
net income received from all Small 
Business Corporations and the 
number showing just the net loss 
from all Small Business Cor pora- 
tions. In other words, if a return 
showed net income from one Small 


Business Corporation and a net loss ) 
from another, that return was 
tabulated in both the "total 
income" and "total loss" columns. 
The columns labelled "net income" 
and "net loss" represent, as they 
do annually, the sum of all income 
and loss reported from all Small 
Business Corporations; i.e., the 
net amount, on a return-by-return 
basis. 

Information on Small Business 
Corporations can be found in 
Statistics of Income--Conporation 
Income Tax Retums. 


Social Security Taxes on Tip Income 


This amount was comprised of 
social security tax on unreported 
tip income and uncollected employee 
Social security tax on tips. 

Cash tips amounting to $20 or 
More that the taxpayer received in 
a month while working for any one 
employer were subject to withhold- 
ing of income tax and social secur-}}.; 
ity tax. Cash tips counted toward 
social security benefits and an 
employee was required to report 
these tips to the employer and the 
employer then withheld the social 
security tax. However, if the 
employer was unable to withhold the’ 
amount of social security tax, the 
amount of uncollected social secur- | 
ity tax on tips was indicated on th 
employee's Form W-2, and the tax- 
Payer was required to report the 
uncollected tax and pay it with the 
Form 1040. 

If the employee did not report 
the tips to the employer, the 
employee was required to compute 
the social security tax on 
unreported tips on Form 4137 and 
attach it to Form 1040. 


iti 
wm: 


Standard Deduction 
See "Zero Bracket Amount." 
State and Local Gasoline Taxes 
See "Taxes Paid Deduction." 
State and Local Income Taxes 
See "Taxes Paid Deduction." 
State Income Tax Refunds 


These represented that part of 
a refund of State income tax attri- 
butable to itemized deductions 
taken in a prior year that resulted 
in a Federal tax benefit. Taxpayersit 
were instructed not to net the re- 
fundable amount against the current 
year's itemized deduction for State 
and local income tax. 


States 
State classifications were 


based on the taxpayer's address 
shown on the pre-printed address 


Stel or reported by the taxpayer 
the return. Data for returns 
h addresses outside the 50 
tes and the District of Columbia 
shown in three separate classi- 
ations in the State statistics. 
jurns from the Virgin Islands, 
ama Canal Zone, and returns with 
ign addresses are classified 
er "U.S. citizens abroad." Data 
m qualifying returns filed by 
a fide residents of Puerto Rico, 
eribed in section 5, State Data, 
shown in a separate category. 
third classification covers 
urns for armed service personnel 
tioned abroad who filed their 
urns in New York, California, or 
hington where their Army Post 
rice (APO) or Fleet Post Office 
PO) was located. 


tutory Adjustments 


These were certain adjustments 
gross income allowed as deduc- 
fms in arriving at adjusted gross 
ome. Statutory adjustments were 
prised of disability income ex- 
sion; moving expense deduction; 
loyee business expense deduction; 
f-employed retirement deduction; 
feited interest penalty; payments 
an individual retirement account 
A); and, beginning with 1977, 
mony paid. 

Each of the above is described 
er separate heading. 


ek Options 
See "Tax Preferences." 
vivi Spouses, Returns of 


These returns were filed by 
lows or widowers whose spouse had 
during either of the 2 preced- 
years, who had not remarried, 
who had maintained a home which 
the principal abode of a child 
stepchild for whom the taxpayer 
entitled to an exemption. 
Surviving spouse taxpayers 
1d use the joint return tax 
es for the 2 taxable years fol- 
ng the year of death of the 
use; however, the deceased 
luse could not be claimed as an 
mption, except for the year of 
th. 


Credits 


Included here were the 
lowing credits applied against 
ome tax: 

(1) eredit for the elderly, 

(2) investment credit, 

(3) foreign tax credit, 

(4) contributions to candi- 
es credit, 

(5) work incentive (WIN) 

at, 

(6) general tax credit, 

(7) new jobs credit, and 

(8) "other" tax credits. 
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In addition, for purposes of this 
report, the amount of earned 
income credit used to offset 
income tax before credits was 
included in this amount. 

Each of the above is 
described under separate heading. 


Tax Due at Time of Filing 


"Tax due" was reported on 
returns where the tax withheld, 
the payment with request for ex- 
tension of filing time, and the 
payment of declaration of esti- 
mated tax, together with other 
reported prepayment credits, were 
insufficient to cover the total of 
income tax after credits, self- 
employment tax, tax from recom- 
puting prior-year investment 
eredit, additional tax for tax 
preferences, social security tax 
on tip income, penalty taxes on 
individual retirement accounts 
(IRA's), and “other taxes." Each 
is described under separate 
heading. 


Tax From Recomputing Prior-Year 
Investment Credit 


The investment credit provi- 
sions of the law included a "recap- 
ture rule" which required taxpayers 
to pay back all or a portion of any 
investment credit taken on property 
disposed of before the end of the 
useful life claimed in computing 
the credit. The Jaw specified that 
if property qualifying for the 
eredit was disposed of before the 
end of its intended useful life, 
the tax for the year of disposal 
was increased by the difference 
between the credit originally 
claimed and the credit that would 
have been allowed based on the 
shorter actual life. 

Tax credits could not be 
applied against this additional 
tax. 


Tax Generated 


This amount, computed for the 
statistics, was the tax on "tax- 
able income" or "tax table income" 
before reduction by the general tax 
credit. On most returns (those 
without one of the "taxes from spe- 
cial computations") this equalled 
"income tax before credits." 


Tax_on Partially Tax-Exempt Income 


See "Income Earned Abroad." 
Tax Paid With Return 


This was the amount of tax 
tendered by the taxpayer with the 
return in the event that the 
taxpayer's "total tax liability" 
exceeded "total taxpayments." See 
also "Tax Due at Time of Filing" 
and "Balance Due After Remittance." 
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Tax Preference Offset 


See "Maximum Tax on Personal 
Service Income." 


Tax Preferences 


The following income and de- 
duction items, which were given 
special treatment in the computa- 
tion of taxable income, were con- 
sidered tax preferences subject to 
an additional tax (the so-called 
"minimum tax"): 

(1) AceeLerated depreciation 
on (a) low-income rental housing; 
(b) other real property (defined 
in Code section 1250); (c) leased 
personal property (defined by sec- 
tion 1245). The excess of accel- 
erated depreciation over the amount 
computed under the straight-line 
method was considered a tax prefer- 
ence. 

(2) Amortization of (a) certi- 
fied pollution control facilities; 
(b) railroad rolling stock; (ce) on- 
the-job training facilities; (d) 
child care facilities. The excess 
of these special rapid write-offs, 
over what otherwise would have been 
a depreciation deduction, was con- 
sidered a tax preference. 

(3) Stock opttions.-- Upon exer- 
cising a stock option, an employee 
did not actually receive income 
when the fair market value of the 
stock was greater than the option 
price. This price difference was, 
however, treated as a tax prefer- 
ence in the year the option was 
exercised. 

(4) Bad debt reserves. --Finan- 
cial institutions were allowed de- 
ductions toward a reserve for bad 
debts under prescribed rules. When 
these deductions exceeded the 
amount required by actual experi- 
ence, the excess was considered a 
tax preference. 

(5) Depketion.--The excess of 
depletion over the adjusted basis 
of property (reduced by depletion 
taken in prior years) was a tax 
preference. Thus, when the tax- 
payer had written off the invest- 
ment, a tax preference was realized. 

(6) Capitak gatns.--One-half 
of the excess of net long-term gain 
over net short-term loss was ex- 
cluded from income in computing the 
regular income tax. The excluded 
half was treated as a preference. 

(7) Intangible drckling ex- 
penses.--Intangible drilling expen- 
ses incurred by operators of oil 
and gas wel]s were chargeable, at 
the operator's option, either to 
capital or to current expenses. 
However, beginning with Tax Year 
1976, to the extent that any amount 
deducted as a current expense ex- 
ceeded the amount that could have 
been charged to capital and 
deducted over the applicable num- 
ber of years, it had to be reported 
as a tax preference. 
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(8) Itemized deductions tax 
preference. This was the excess 
of "adjusted itemized deductions" 
over 60 percent of adjusted gross 
income. "Adjusted itemized deduc- 
tions" was defined as all itemized 
deductions except those for medi- 
cal and dental expenses and those 
for casualty and theft losses. (If 
adjusted itemized deductions ex- 
ceeded 100 percent of adjusted 
gross income, the excess over 100 
percent was not included as a tax 
preference, since it had no tax 
consequence. ) 

The above items were con- 
sidered tax preferences, whether 
ineurred directly, by individual 
taxpayers, or distributed or allo- 
cated to them as owners, benefi- 
eciaries, or shareholders of part- 
nerships, estates and trusts, 
Small Business Corporations, and 
regulated investment companies. 
For a discussion of the "no- 
benefit" deduction which could 
reduce total tax preferences, 422 
section 3, Tax Computation and Tax 
Rates. 


Tax Preferences Excluded from 
Adjusted Gross Income 


The purpose of this item was 
to approximate, to the extent pos- 
sible from tax return data, eco- 
nomic income exempted from taxation 
under provisions of the Internal 
Revenue Code. Its components were: 

(1) dividend exclusion (up to 
$100 per taxpayer receiving quali- 
fied dividends), 

(2) capital gains exclusion 
(one-half the excess of net long- 
term capital gains over net short- 
term capital losses), and 

(3) any other tax preferences 
reported on Form 4625, except that 
the “itemized deductions tax pref- 
erence" was not included in this in- 
come concept. 

The derivation of "tax 
preferences excluded from adjusted 
gross income" is discussed in 
greater detail in section l, 
Returns Filed and Sources of 
Income, under “High-Income 
Returns, Taxable and Nontaxable." 


Tax Rates 


The tax rates, graduated from 
0 to 70 percent, were grouped by 
marital status and size of taxable 
income into four sets or schedules 
of rates for individual income tax 
returns. These four sets of rates 
were for: 

(1) joint returns and returns 
of surviving spouses, 

(2) separate returns of 
husbands and wives, 

(3) returns of heads of 
households, and 

(4) returns of single persons 
not heads of households or sur- 
viving spouses. 
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The rates were specified in 
the "tax rate schedules" and incor- 
porated into the "tax tables." 

For Tax Year 1977, the tax 
tables were revised so that, in 
general, taxpayers filing joint 
returns with "tax table income" of 
$40,000 or less or nonjoint returns 
with "tax table income" of $20,000 
or less could use the tax tables, 
even if they itemized their deduc- 
tions. On returns with the zero 
bracket amount only (i.e., standard 
deduction returns), tax table 
income equalled adjusted gross 
income; on itemized deduction 
returns, tax table income equalled 
either adjusted gross income less 
"excess itemized deductions" or 
adjusted gross income plus the 
"unused zero bracket amount." 

(For 1976, taxpayers with taxable 
income of $20,000 or less could 
use the tax tables, regardless of 
the form of deduction used.) In 
general, taxpayers whose income 
was larger than the above limits 
had to use the tax rate schedules. 
Reproductions of the tax tables 
and tax rate schedules can be 
found in section 8, 1977 Forms 
and Instructions. 

Tax rates were used to 
classify data for some of the 
tables in section 3, Tax Compu- 
tation and Tax Rates. Typically, 
the tax on income subject to tax 
was computed using various rates 
which applied to separate segments 
of income. Thus, associated with 
each tax rate applicable to a 
given return was a segment of 
income and the tax generated on 
that segment of income. The last 
or highest tax rate applicable to 
income on the return was known as 
the marginal rate. (See also the 
illustrations and text in section 
3, Tax Computation and Tax Rates.) 


Tax Savings From Special Tax 
Computations 


In this report, the amount of 
tax savings is the difference be- 
tween the tax resulting from using 
the provisions of one of the spe- 
cial tax computations (e.g., alter- 
native tax, maximum tax, or tax 
from income averaging), and the 
amount of regular tax that would 
have resulted from not using these 
provisions. See also section 3, 
Tax Computation and Tax Rates. 


Tax Table Income 


This was a new income concept 
introduced by the Tax Reduction and 
Simplification Act of 1977. On re- 
turns with a "zero bracket amount" 
(defined below) only, this amount 
equalled adjusted gross income. 

On returns with itemized deduc- 
tions, this amount equalled ad- 
justed gross income minus "excess 
itemized deductions" (defined 
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above) or adjusted gross income 
plus the "unused zero bracket 
amount" (defined below). Those 
taxpayers eligible used this "tax 
table income" in the tax tables to 
determine their tax; otherwise, 
they used "tax table income" to 
derive "taxable income" (tax table 
income minus the exemption amount) 
which, in turn, was used to deter- 
mine their tax from the tax rate 
schedules. 

Tax table income was not 
tabulated for deficit returns 
or for returns on which excess 
itemized deductions exceeded 
adjusted gross income. 


Taxable and Nontaxable Returns 


Taxability of a return for ~ 
purposes of this report was deter- 
mined by the presence of income 
tax after credits or the additional 
tax for tax preferences ("minimum 
tax"). Some returns classified as 
"nontaxable" may have had a lia- 
bility for tax from the self- 
employment tax, the social security 
tax on tip income, tax from recom- 
puting prior-year investment 
eredit, penalty taxes on indivi- 
dual retirement accounts, or other 
taxes; however, these taxes were 
disregarded for the purposes of 
this classification, since the 
first two were considered social 
security (rather than income) 
taxes, and since the remaining 
ones were either based on prior- 
year's income or were penalty 
taxes. For the purposes of this 
report, the earned income credit 
was treated as an amount which 
could be used to offset income tax 
before credits. As a result, re- 
turns on which there was no addi- 
tional tax for tax preferences and 
on which the earned income credit 


exceeded income tax after reduction >: 


by any other credits became non- 
taxable strictly because of the 
earned income credit. 

It should be noted that clas- 
sification as taxable or nontax- 
able was generally based on each 
return as it was originally filed; 
the classification does not re- 
flect any changes resulting from 
audit or other enforcement activi- 
ties. However, there was an excep- 
tion in the case of the earned in- 
come credit. Many taxpayers re- 
ceived the credit only after the 
Internal Revenue Service had re- 
viewed their return during proc- 
essing for revenue purposes and 
notified them that they were 
eligible to receive the credit. 
Therefore, while these returns 
were neither amended nor corrected 
through audit, they were adjusted 
during revenue processing and these 
adjustments are reflected in the 
data. (See also "Earned Income 
Credit," in section 3, Tax Compu- 
tation and Tax Rates.) 


For Tax Year 1977, taxable 
ome was equal to adjusted gross 
ome minus "excess itemized 
uctions" (or plus the "unused 

© bracket amount") minus the 
ption amount. It included the 
ro bracket amount" (the equiva- 
tt of the former "standard de- 
tion") and thus is not com- 
able to "taxable income" shown 
earlier reports. This change 
the definition of taxable 

ome was brought about by the 
Reduction and Simplification 

| of 1977 which introduced the 
eept of a zero percent tax 

eket and the zero bracket 

unt (the income "taxed" at that 
e). 


res From Special Computations 


These were comprised of the 
hcial income averaging tax (from 
im 4972), the multiple recipient 
bcial income averaging tax (from 
5544), the tax on accumula- 
distributions of trusts (from 
4970), the tax from recapture 
a new house credit (from Form 
5), and penalty taxes on self- 
bloyed (Keogh) plans. All of 
»se taxes were included in in- 

e tax before credits. See also 
btion 3, Tax Computation and Tax 
bes. 


es Paid Deduction 


Taxes allowed as a deduction 
m adjusted gross income included 
sonal property taxes, State and 
1 income taxes, certain State 
local retail sales taxes, State 
line taxes, taxes paid to for- 
nm countries or U.S. possessions 
ess a foreign tax credit was 
imed, and real estate taxes ex- 
t those levied for improvements 
t tended to increase the value 
the property. Federal taxes and 
te and local taxes on ciga- 

tes, tobacco, and alcoholic bev- 
es were not deductible, nor 

e State and local fees for ve- 
ble license plates (unless the 

PS were based on the value of 
vehicle) or driver's license. 
Taxes paid on business prop- 
by were deducted separately on 
schedules for business, rent, 
royalty income, and are, there- 
excluded from the tax deduc- 


These payments were, in ef- 
t, made before the return was 
ed and were applied against tax 
bility to determine the amount 
able at the time of filing. 

y included the following: 

(1) income tax withheld, 

(2) excess social security 
es withheld, 
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(3) credit for tax on certain 
gasoline, fuel, and oil, 

(4) other taxpayments, 

(5) payments on 1977 declara- 
tion of estimated tax, 

(6) payment with request for 
extension of filing time, and 

(7) the "refundable portion" 
of the earned income credit. (See 
also "Earned Income Credit" in 
section 3, Tax Computation and Tax 
Rates. ) 

Taxpayments in excess of total 
tax were refundable. 

Each of the above is described 
under separate heading. 


Total Income Tax 


Total income tax was the sum 
of income tax after credits and 
the additional tax for tax prefer- 
ences. It did not include any of 
the other taxes which made up 
"total tax liability." Total 
income tax was the basis for 
classifying returns as "taxable or 
nontaxable." 


Total Itemized Deductions 


Itemized deductions from 
adjusted gross income could be 
claimed for contributions, in- 
terest paid, taxes, medical ex- 
penses, casualty or theft loss, 
union dues, and other qualifying 
expenditures for which no specific 
line or schedule was provided on 
the return. Such other expendi- 
tures included educational ex- 
penses and certain expenses 
connected with the taxpayer's 
employment. 

The Tax Reduction and Sim- 
plification Act of 1977 required 
that four groups of taxpayers 
itemize their deductions, even if 
those deductions were less than 
the zero bracket amount. Those 
individuals were either dependents 
with unearned income, married and 
filing a separate return, dual 
status aliens, or excluding income 
received from sources in U.S. pos- 
sessions. Dependents with unearned 
income could substitute their 
earned income, if it was larger 
than their itemized deductions. 

Total itemized deductions was 
the amount before the zero bracket 
amount was taken into account. It 
was tabulated only from returns 
showing positive adjusted gross 
income. 


Total Tax Liability 


Total tax liability was the 
sum of income tax after credits, 
additional tax for tax preferences, 
self-employment tax, social secur- 
ity tax on tips, tax from recomput- 
ing prior-year investment credit, 
taxes from individual retirement 
accounts, and other taxes, reduced 
by the "earned income credit used 
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to offset all other taxes" (de- 
fined under "Earned Income 
Credit"). 


Type of Tax Computation 


There were six methods of 
computing the tax on income 
subject to tax (taxable income on 
most returns) used to classify 
returns for the statistics. These 
methods were: 

(1) regular tax, as computed 
from the tax tables or tax rate 
schedules accompanying the Forms 
1040 or 1040A; 

(2) alternative tax, computed 
on Schedule D, Capital Gains and 
Losses; 

(3) income averaging, computed 
on Schedule G, Income Averaging; 

(4) maximum combined with 
regular tax, computed on Part I, 
Form 4726, Maximum Tax on Personal 
Service Income; 

(5) maximum combined with 
alternative tax, computed on Part 
II, Form 4726, Maximum Tax on 
Personal Service Income; and 

(6) tax on partially tax- 
exempt income, computed on Form 
2555, Exemption of Income Earned 
Abroad. 

All of these tax computation 
methods are described separately 
in this section and in section 
3, Tax Computation and Tax Rates. 


Union Dues 


See "Miscellaneous Itemized 
Deductions." 


Unused Credits 


See "Additional Tax for Tax 
Preferences." 


Unused Zero Bracket Amount 


This deduction concept, 
introduced by the Tax Reduction 
and Simplification Act of 1977, 
represented the amount by which 
the zero bracket amount exceeded 
total itemized deductions. See 
altso "Zero Bracket Amount" and 
"Total Itemized Deductions" in 
this section and the text in 
section 2, Deductions and Ex- 
emptions, and section 3, Tax 
Computation and Tax Rates. 


Work Incentive (WIN) Credit 


Taxpayers could take a credit 
against their income tax liability 
of 20 percent of the WIN (Work In- 
centive Program) wages paid an 
employee hired under the Federal 
Work Incentive Program. This pro- 
gram was intended to provide wel- 
fare recipients the training and 
job opportunity needed to help 
them become economically independ- 
ent. The Tax Reduction Act of 1975 
extended the WIN program to include 
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Federal welfare recipients of the 
Aid to Families with Dependent 
Children (AFDC) Program under the 
Social Security Act. Small Busi- 
ness Corporations and partnerships 
were eligible for the credit, 
although the credit itself was 
claimed not by these entities, but 
by the shareholders and partners, 
respectively, on their individual 
income tax returns. 


The credit was limited based 
on the presence and size of income 
tax, reduced by the general, for- 
eign tax, investment, elderly, and 
political contributions credits, 
before the WIN credit could be 
applied. Amounts in excess of 
these limitations could be carried 
back 3 years and the remainder 


earried forward to the 7 years 
subsequent to 1977 for use in 
computing the credit for these 
years. 

The Tax Reform Act of 1976 
contained several amendments to 
this credit which took effect when 
the law was enacted (October 1976). 
However, most of the effect of 
these provisions was realized for 
the first time on 1977 tax returns. 
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The Act: 

(1) inereased the maximum 
limit of the credit from $25,000 
of tax liability, plus one-half of 
the excess over $25,000, to $50,000 
of tax liability, plus one-half of 
the excess over $50,000; 

(2) decreased the amount of 
time required to retain an employee 
(in employment) in order for an 
employer to qualify for the credit 
from 24 months to 6 months; and 

(3) extended the time the 
welfare recipient portion of the 
eredit could be used. 


Zero Bracket Amount 


This amount replaced the 
"standard deduction," in effect 
for 1976 and earlier years. While 
the former standard deduction con- 
sisted of a minimum and a maximum 
amount, depending upon marital sta- 
tus, the new zero bracket amount 
was a flat amount, although also 
based on marital status. For 1977, 
the zero bracket amount was $3,200 
for married taxpayers filing 
jointly and surviving spouses, 
$2,200 for single persons and 
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heads of households, and $1,600 
for married taxpayers filing 
separately. This compared to a 
basic standard deduction of 16 
percent of adjusted gross income, 
with fixed limits depending upon 
marital status, for 1976. Thus, 
for 1976, for unmarried persons 
(including heads of households 
with dependent children), the 
limits were a minimum of $1,700 
and a maximum of $2,400; for 
married persons filing jointly 


(as well as for certain surviving 
spouses), the limits were $2,100 
and $2,800. The lower limits rep- 
resented the "low-income allow- 
ance," i.e., a minimum deduction 
allowed any one taxpayer. 

The zero bracket amount 
appeared in the revised tax 
tables and tax rate schedules as 
the amount of income "taxed" at 
the zero percent tax rate (hence, 
the name). Therefore, this amount 
was available to all taxpayers, 
whether or not they itemized their 
deductions. 

See also the text in section 
2, Deductions and Exemptions, and 
section 3, Tax Computation and Tax 
Rates. 
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)OURCES OF THE DATA 


The data in this report 
vere estimated from a stratified 
yystematic sample of unaudited 
ndividual income tax returns, 
‘orms 1040 and 1040A, filed by 
'.S. citizens and residents during 
‘alendar Year 1978 and processed 
n the service centers of the 
nternal Revenue Service. The 
otal sample of 155,299 returns 
S systematically selected from a 
opulation of 86,759,093 returns. 
The estimates in this report 
e intended to represent all re- 
urns filed for Income Year 1977. 
ile the overwhelming majority of 
turns processed during 1978 were 
or Calendar Year 1977, a few of 
hem were for non-calendar years 
ding during 1977 and 1978 and 
e were delinquent returns for 
rior vears. Returns for recent 
rior years were used for the 1977 
tatistics in place of 1977 re- 
rns processed for revenue pur- 
oses after December 31, 1978. In 
eneral, the characteristics of 
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size of adjusted gross income, 215 


Sources of the 
Data, 

Description of the 
Sample and 
Limitations of 

the Data 


returns due but not yet filed 
could best be represented by the 
returns for previous income years 
that were processed in 1978. 

All returns processed during 
1978 were subjected to sampling 
except tentative and amended 
returns. Tentative returns were 
not subjected to sampling because 
the revised returns may have been 
sampled later on, while amended 
returns were excluded because the 
original returns had already been 
subjected to sampling. 


DESCRIPTION OF THE SAMPLE AND 
LIMITATIONS OF THE DATA 


Sample Criteria and Selection 


Form 1040 and 1040A returns 
filed and entered into the In- 
ternal Revenue Service's Indi- 
vidual Master File System during 
1978 were stratified, by computer, 
into sample classes based on State 
groupings, the presence or absence 
of a Schedule C (Profit or Loss 
from Business or Profession), and 
on combinations of (a) adjusted 
gross income or deficit, or the 
largest of specific income or loss 
items, and (b) business or farm 
receipts. The State groups, 
listed in table 7A, were based 
on the size of the tax return 
population of each State and 
defined in such a way as to se- 
cure at least a minimum number of 
sample returns from each State. 
The sample for the State groups 
was then allocated to financial 
strata to minimize the variance of 
the estimates. Refer to table 7A 
for strata descriptions and the 
number of returns in the popula- 
tion and sample, by strata and 
State groups. 


Method of Estimation 


A separate set of rates (by 
sample strata) for each of the 
five groups of States was pre- 
scribed for the selection of the 
sample, the rates varying from 
0.02 percent to 100 percent. The 
adequacy of the sample selection 
was reviewed, by sample stratum, 
by applying the prescribed rates 


to the number of returns reported 
filed by each of the ten Internal 
Revenue service centers. When the 
actual number of sample returns 
differed considerably from the 
expected number, a followup was 
conducted. 

Sampling weights were obtained 
by dividing the number of returns 
filed per sample stratum by the 
number of sample returns actually 
received for the stratum. All 
sampling weights were then con- 
verted to "integer weighting fac- 
tors," which were applied to each 
sample return. For example, if a 
weight of 44.24 was computed for a 
stratum, 24 percent of the sample 
returns in the stratum were system- 
atically given a weighting factor 
of 45, and 76 percent a weight of 
yy, 

A comparison of the estimated 
number of returns shown in the na- 
tional tables of this report with 
the number of returns reported 
filed, as shown in table 7A, will 
disclose slight differences. These 
differences occurred for the fol- 
lowing reasons: (1) an estimated 
124,418 returns were excluded from 
the tables because they showed no 
income information, and (2) returns 
were classified into the proper 
size classes in tabulating the 
data regardless of the strata to 
which they were assigned for 
sampling purposes. 


Sampling Variability 


The coefficient of variation 
is the standard deviation of an 
estimate expressed as a percent of 
the estimate. The standard devia- 
tion when added to and subtracted 
from the estimate provides the up- 
per and lower limits within which 
approximately two out of three 
estimates from similarly selected 
samples would be expected to fall. 

Coefficients of variation for 
this report were computed using a 
sum-of-squares formula for selected 
frequency and amount estimates and 
appear in tables 7.] and 7.2 of 
this section. The upper limit 
coefficients of variation shown 
in table 7B were computed using 
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rces, Sample, and Limitations 
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Individual 


formula based on the sum-of- 
Bquares method. These coeffi- 
ients, applicable to frequencies 
bnly, are meant as a general guide 
or use when computed coefficients 
bf variation are not shown. 
Whenever the coefficient of 
ariation of an estimate exceeded 
'5 percent, the estimate was con- 
hidered to be subject to high 
hampling variability and, there- 
ore, to be used with caution. In 
s much as the actual coefficients 
ere not computed for most of the 
estimates in this report, an 
arbitrary convention was used to 
approximate the 35 percent-or- 
nore standard. When an estimate 
as based on fewer than 10 sample 
eturns, all of them selected at 
less than the 100 percent rate, 
the estimate is identified by a 
single asterisk(*), indicating it 
is subject to high sampling varia- 
bility. While the 10-return con- 
ention (and asterisk) is a 
lreasomably adequate indicator 
of high sampling variability, it 
Hs subject to Jimitations. Thus, 
hen the asterisk was used to 
dentify an estimate based on 
ewer than 10 returns which were 
selected at several rates, one of 
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which was the 100 percent rate, 
the conclusion that the estimate 
is subject to high sampling varia- 
bility may not always seem war- 
ranted. This limitation of the 
10-return convention is evident 
from a comparison of the computed 
coefficients of variation of less 
than 35 percent which are shown 
for selected estimates in table 
7.1 with the presence of asterisks 
in table 1.4 for these same esti- 
mates. On the other hand, the 
results of the comparison are not 
entirely inconsistent when one 
considers the small sample on 
which the estimates were based and 
which dictates some use of caution 
in using them in any case. 

There is another limitation 
of the 10-return convention and 
asterisk. Because the asterisk 
was used only with estimates based 
on fewer than 10 sample returns, 
it should be apparent that there 
are also other, unidentified, 
estimates based on more than 10 
sample returns which would have 
large coefficients of variation. 

A further examination of the 
computed coefficients in table 7.1 
bears this out, i.e., instances of 
large coefficients of variation 


for estimates not identified by an 
asterisk. Such large coefficients 
mean that the estimates should be 
used with caution notwithstanding 
the absence of the asterisk. 

A dash in place of a frequency 
or amount indicates that: 

(1) if returns were sampled at 
a rate of 100 percent, no returns 
had the particular characteristic; 
or 

(2) if returns were sampled 
at a rate less than 100 percent, 
either no returns in the popula- 
tion had the characteristic or the 
characteristic was so rare that it 
did not appear on any sample 
returns. 


Response and Other Nonsampling 
Errors 


In transcribing and tabulating 
the information from the returns in 
the sample, additional checks were 
imposed to improve the quality of 
the resulting estimates. Incorrect 
or missing entries were corrected 
during statistical editing to make 
them consistent with other entries 
on the return or accompanying sche- 
dules. Data were also adjusted 


Table 7B.—‘‘Upper Limit” Coefficients of Variation for the Estimated Number of Returns, 1977 


Estimated number of returns 


Adjusted gross income or deficit (Expressed in percent) 
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$10,000 $15,000 520,00 $90,000 $50,000 $100,000 
roeeet under coe pecs 
$15,000 $20,000 $30,000 $0,000 staoeoo | $200,000 


nS iS a ae ae a ®) 
36.6 


Py cy Cy ths 


#88888 saese 


ene ee 


ae 


5888) 


R8an 
8 
> 
323 


33333 33333 3S3S33 3I3 
33333 33333 33333 33333 


SSoba BaS 
33333 33333 333 


33333 3 


* No sampling variability since all returns in this category are in the sampie. 
‘Reliable upper limit coefficients of variation cannot be computed for these estimated frequencies. 
*Not applicable, since the estimated number of returns exceeded the population total. 
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during editing in an attempt to Finally, prior to publica- 
achieve consistent statistical tion, all statistics and tables 
definitions. were reviewed for accuracy and 
Quality of the basic data reasonableness in light of provi- 
abstracted at the processing sions of the tax laws, taxpayer 
centers was controlled there by reporting variations and limita- 
means of a continuous subsamp- tions, economic conditions, 
ling verification system. In comparability with other statis- 
addition, the Statisties Division tical series, and statistical 
in the National Office conducted techniques used in data processing. 
an independent reprocessing of a However, the controls main- 
small subsample of the returns tained over the selection of the 
statistically processed in the sample returns, the processing of 


the source data, and the review of 
the statistics did not completely 
eliminate the possibility of error. 
Also, practical operating consider- 
ations necessitated the allowance 
of reasonable tolerances in the 
statistical processing of the data. 


field as a further check on 
processing. Prior to tabulation, 
numerous computer tests were 
applied to each return record to 
assure that proper balance and 
relationships among return items 
were maintained. 
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Table 7.2—All Returns: Coefficient of Variation for Number of Returns by Size of Adjusted Gross Income and by State 


{Coefficient of variation as percent of estimate for number of returns by size of adjusted gross income] 
Size of adjusted gross income 
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‘Returns filed from Army Post Office and Fleet Post Office addresses. 
*Retums filed from Panama Canal Zone, Virgin Islands and abroad. 
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1f you are a married person living apart from your spouse, see page 7 of the 
instructions to seé if you can be considered to b: 


Schedule X or Z. 
Use this schedule if you checked Box 


SCHEDULE Y—Marr' 

Married Filing Joint Returns and 
Qualifying 

2 or Box 5 on Form 1040— 

on 

Part 1, 

Not over $ 


Note: Your zero bracket amount has been built into these Tax Rate Schedules. 


If you cannot use one of the Tax Tables. 
appropriate Tax Rate Schedule on this page. 


Enter on Sched- 
ule TC, Part |, 
line 4; 


Use this schedule if you checked Box 
the amount 


Qualifying for Rates in Schedule Y or Z 
1 on Ferm 1040— 


1977 Tax Rate 
Schedules 
SCHEDULE X—Single Taxpayers Not 
Not over $2,200... 


on Schedule TC 
Part |, line 3, is: 


If 


$3,200 
$4,200 
$5,200 
$6,200 
$7,200 
$11,200 
$15,200 
$19,200 
$23,200 
$27,200 $31,200 
$31,200 
$35,200 
$39,200 


$2,200 
$2,700 
$3,200 
$3,700 
$4,200 
$6,200 
$8,200 
$10,200 
$12,200 
$16,200 
$18,200 


$14,200 


14% 


$70+4+15% 
$1,1104+24% 
$1,590+4+25% 


$145+16% 


$225-+4+17% 


$310+19% 
$690+21% 


$14,200 — $2,090-++27% 
$16,200 $2,630+4+-29% 
$18,200 $3,210+4+31% 


$3,200 
$3,700 
$4,200 
$8,200 
$10,200 
$12,200 


$2,200 = $2,700 
$2,700 

$3,200 

$3,700 

$4,200 $6,200 
$6,200 

$8,200 

$10,200 

$12,200 

$14,200 


$16,200 


$43,200 $47,200 


$47,200 
$55,200 $67,200 
$67,200 
$79,200 
$91,200 


$20,200 
$22,200 
$24,200 


$28,200 


$22,200  $4,510+-36% 
$5,230+38% 
$5,990+-40% 
$7,5904+45% 


$18,200 $20,200 $3,830-+34% 
$28,200 


$20,200 


$22,200 $24,200 


$24,200 


$28,200 $34,200 
$34,200 = $40,200 


$123,200 $143,200 $57,580+64% $123,200 
$143,200 $163,200 $70,380+66% $143,200 


$163,200 $183,200 $83,580-4+68% 
$183,200 $203,200 $97,180169% $183,200 


$103, 
$203,200 


$10,2904+50% $34,200 
$13,290+55% $40,200 
$16,590-+60% $46,200 
$20,1904-62% $52,200 
$26,390+64% $62,200 
$53,090+-70% $102,200 


$92,200  $39,390+68% $82,200 
$102,200 $46,1904+69% $92,200 


$52,200 
$62,200 
$72,200 


$72,200 $82,200 $32,790+4+66% $72,200 


$82,200 


$40,200 $46,200 


$46,200 


$52,200 
$62,200 
$92,200 
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A 


bcelerated depreciation (See Tax 
references) 
ditional tax for tax preferences: 
Classified by: 
Size of alternative income 
concepts, 38-39 
Type of tax computation, 71 
Comparison, 1976 and 1977, 1 
Computation of various tax 
concepts, 73 
Definition, 193 
Reported on: 
All returns, 123 
Returns of taxpayers age 65 
or over, 143 
Returns with credit for the 
elderly, 149 
Returns with income subject 
to tax, 84 
Returns with net gain from 
Balen of capital assets, 86- 
7 
Returns with tax preferences, 
121-122 
djusted gross income (See Adjusted 
ross Income Less Deficit) 
djusted gross income less deficit: 
As classifier, 206 
Average, 7-9 
Classified by: 
Form of deduction, 48 
Classified by States, 156 
Marital status, 16 
Size of alternative income 
concepts, 34-35 
Size of total income tax, 
111-113 
States, 153 
Classified by size of 
adjusted gross income, 
165-192 
Type of exemptions, 63-67 
Classified by States, 142- 
164 
Type of tax computation, 71 
Coefficient of variation, 215 
Comparison, 1976 and 1977, 1 
Computation of taxable income, 
72 
Computation of various tax 
concepts, 73 
Definition, 193 
Percent, 7-9 
Reported on: 
All returns, 17 
Classified by marital 
status, 10-15 
Form 1040A returns, 43 
Classified by marital 
status, 42 
Filed by taxpayers age 65 
or over, 138 


Index 


Joint returns, 26 
Nontaxable returns, 40 
Returns of taxpayers age 65 
or over, 139 
Classified by marital 
status, 137 
Returns with contributions 
deduction, 54 
Returns with credit for the 
elderly, 145 
Returns with disability in- 
come payments, 7 
Returns with earned income 
credit, 118 
Returns with general tax 
credit, 74 
Returns with income subject 
to tax, 81 
Classified by tax rates, 
88-92 
Returns with interest paid, 59 
Returns with investment in- 
terest expense, 60-61 
Returns with itemized deduc- 
tions, 51 
Classified by marital 
status, 52 
Returns with maximum tax, 85 
Returns with medical and 
dental expense deduction, 55 
Returns with new jobs or WIN 


credit, 75 
Returns with tax preferences, 
120 


Returns with taxes paid, 53 
Returns with total miscella- 
neous deductions, 58 
Size and accumulated size, 7-9 
Total income tax as a percent 
of, 114-115 
Adjusted gross income less invest- 
ment interest: 
Classified by size of alterna- 
tive income concepts, 34-39 
Definition, 193 


Reported on nontaxable returns, 6 


Adjusted gross income plus excluded 
tax preferences: 
Classified by size of alterna- 
tive income concepts, 34-39 
Definition, 193 
Reported on nontaxable returns, 6 
Adjustments (See Statutory Adjust- 
ments) 
Age 65 or over: 
As classifier, 193 
Definition, 135 
Exemptions for: 
Classified by: 
Marital status, 68 
Size of adjusted gross 
income, 63 
States, 162 
Comparison, 1976 and 1977, 49 


Returns of taxpayers age 65 or 
over, 139-143 
Classified by marital status, 
137 
Reported on: 
Form 1040A returns, 138 
Returns with credit for the 
elderly, 138 
Classified by size of 
adjusted gross income, 145 
Returns with itemized deduc- 
tions, 144 
Alimony paid: 
Coefficient of variation, 223 
Definition, 193 
Reported on all returns, 25 
Reported on joint returns, 33 
Alimony received: 
Coefficient of variation, 215 
Definition, 193 
Reported on: 
All returns, 17 
Classified by marital 
status, 16 
Joint returns, 26 
Returns with itemized deduc- 
tions, 52 
All other taxes: 
Computation of various tax con- 
cepts, 73 
Definition, 194 
Reported on all returns, 123-124 


Alternative tax: 
Definition, 194 
Reported on returns with income 
subject to tax, 81-84 
Reported on returns with net 
gain from sales of capital 
assets, 86-87 
Tax savings, 83 
Type of tax computation, 71 
Amortization (See Tax Preferences) 
Averages (See specific item) 


B 


Bad debt reserves (See Tax 
Preferences) 
Balance due after remittance: 
Definition, 194 
Reported on: 
All returns, 126 
Form 1040A returns, 46 
Classified by marital 
status, 42 
Returns with tax due at time 
of filing, 132-134 


279 


280 


Blindness exemptions: 
Comparison, 1976 and 1977, 49 
Definition, 197 
Reported on all returns, 63 
Classified by marital status, 
68 
Classified by States, 162 
Business and profession net profit 
or loss: 
Coefficient of variation, 220 
Comparison, 1 
Definition, 194 
Reported on: 
All returns, 22 
Classified by marital 
status, 16 
Classified by States, 153 
Joint returns, 30 
Returns with itemized deduc- 
tions, 52 
Returns with new jobs or WIN 
credit, 75 


Returns with tax preferences, 120 


C 


Capital gain distributions (See 
also Dividends in Adjusted Gross 
Income) : 

Coefficient of variation, 216, 
218 

Definition, 194 

Reported on all returns, 18,20 

Reported on joint returns, 27-28 

Capital gains and losses (See Sales 
of Capital Assets) 

Cash contributions: 

Definition, 194 
Reported on returns with contri- 
butions deduction, 54 
Casualty or theft loss (net): 
Definition, 194 
Reported on: 
Returns of taxpayers age 65 
or over, 144 
Returns with itemized deduc- 
tions, 51 
Classified by States, 158 
Returns with total miscella- 
neous deductions, 58 
Child care credit: 
Definition, 195 
Reported on returns with child 
eare expenses, 119 
Reported on returns with income 
tax before credits, 116 
Classified by States, 159 
Coefficient of variation (See also 
specific item): 
Definition, 211 
For number of returns, 213 
Classified by States, 224 
For sources of income and 
adjustments, 215-223 
Contributions deduction: 
Classified by size of alterna- 
tive income concepts, 36-37 
Definition, 195 
Reported on: 
Returns of taxpayers age 65 
or over, 144 
Returns with itemized deduc- 
tions, 51 
Classified by States, 157 


Returns with tax preferences, 120 
Type of contributions deducted, 54 
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Contributions to candidates credit: 
Definition, 195 
Reported on: 
Form 1040A returns, 44 
Classified by marital 
status, 42 
Returns with income tax 
before credits, 117 
Classified by States, 160 
Contributions to candidates deduc- 
tion (See Miscellaneous Itemized 
Deductions) 
Credit for tax on certain gasoline, 
fuel, and oil: 
Definition, 195 
Reported on all returns, 125 
Credit for the elderly: 
Definition, 195 
Reported on: 
All returns, 148 
Classified by age of tax- 
payer, 138 
Returns of taxpayers age 65 
or over, 142 
Returns with income tax 
before credits, 116 
Classified by States, 159 
Credit on 1978 estimated tax: 
Definition, 195 
Reported on: 
Al] returns, 126 
Returns with tax overpayment, 
128-131 
Classified by size of tax 
Overpayment, 127 
Credits (See Tax Credits) 


D 


Deductions (See Total Itemized De- 
ductions and Zero Bracket Amount) 
Dependents' exemptions: 
Comparison, 1976 and 1977, 49 
Definition, 197 
Reported on returns with general 
tax credit, 74 


Type of dependent exemptions, 63-64 


Classified by marital status, 
68 
Classified by States, 163 
Depletion (See Tax Preferences) 


Description of tne sample: 
Method of estimation, 211 
Sample criteria and selection, 
211 
Sources of the data, 211 
Disability income exclusion: 
Coefficient of variation, 222 
Definition, 195 
Reported on: 
All returns, 24 
Joint returns, 32 
Returns with disability 
income payments, 7 
Returns with earned income 
credit, 118 
Dividends and other distributions 
received: 
Coefficient of variation, 216- 
217 
Definition, 196 
Reported on all returns, 18-19 
Reported on joint returns, 27-28 
Dividend exclusion: 
Coefficient of variation, 217 
Definition, 196 


Reported on: 
All returns, 19 
Form 1040A returns, 43 
Joint returns, 28 
Dividends in adjusted gross income 
Coefficient of variation, 217 
Comparison, 1976 and 1977, 1 
Definition, 196 
Reported on: 
All returns, 19 
Classified by marital 
status, 16 
Classified by States, 154 
Form 1040A returns, 43 
Classified by marital 
status, 42 
Filed by taxpayers age 65 
or over, 138 
Joint returns, 28 
Nontaxable returns, 40 
Returns of taxpayers age 65 
or over, 140 
Returns with credit for the 
elderly, 146 . 
Returns with itemized deduc- 


tions, 52 
Returns with tax preferences. 
120 


Domestic and foreign dividends 
received (See Dividends in 
Adjusted Gross Income) 


E 


Earned income credit: 
Computation of, 118 
Definition, 196 
Reported on: 

All returns, 124-125 
Classified by size of | 
adjusted gross income, 73) 
Form 1040A returns, 45 
Classified by marital 
status, 42 
Returns of taxpayers age 65 
or over, 142-143 
Returns with income tax 
before credits, 116 
Classified by States, 159- 
161 
Returns with tax overpayment, — 
128-131 

Employee business expenses: 
Coefficient of variation, 222 
Definition, 196 
Reported on all returns, 24 
Reported on joint returns, 33 

Estate or trust income or loss: 
Classified by States, 155 
Coefficient of variation, 221 
Comparison, 1976 and 1977, 1 
Definition, 196 
Reported on: 

All returns, 23 
Classified by marital 
status, 16 
Joint returns, 31 
Returns of taxpayers age 65 
or over, 140 
Returns with credit for the 
elderly, 147 
Returns with itemized deduc- 
tions, 52 


timated tax payments: 
Definition, 197 
Reported on: 
All returns, 125 
Classified by States, 161 
Returns with tax due at time 
of filing, 132-134 
Classified by size of tax 
due, 127 
Returns with tax overpayment, 
128-131 
Classified by size of 
overpayment, 127 
cess itemized deductions: 
Classified by: 
Marital status, 16 
Classified by size of 


States, 156 
Computation of taxable income, 72 
Definition, 197 
Reported on: 
Nontaxable returns, 40 
Returns of taxpayers age 65 
or over, 141 
Classified by marital 
status, 137 
Returns with credit for the 
elderly, 148 
Returns with income subject 
to tax, 81 
Returns with itemized deduc- 
tions, 51 
Classified by marital 
status, 52 
Reported by taxpayers age 
65 or over, 144 


cess social security tax withheld: 
Definition, 197 
Reported on all returns, 125 
emptions (See also specific type): 
Classified by: 
Size of alternative income 
concepts, 36-37 
States, 158 
Classified by size of 
adjusted gross income, 
165-192 zi 
Computation of taxable income, 72 
Definition, 197 
Reported on: 
All returns, 10-15 
Form 1040A returns, 44 
Classified by marital 
status, 42 
Filed by taxpayers age 65 
or over, 138 
Returns of taxpayers age 65 
or over, 139 
Classified by marital 
status, 137 


Returns with credit for the 
elderly, 145 
Returns with general tax 


v 


eredit, 74 
Returns with income subject 
Bontax. od 


Types of exemptions, 63-67 
Classified by marital status, 
68 
Classified by States, 162-164 
Comparison, 1976 and 1977, 49 
emption credit (See General Tax 
Credit) 


adjusted gross income, 10-15 
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Expanded Income: 
Definition, 197 
Reported on all returns, 34-35 
Reported on nontaxable returns, 


F 


Farm net profit or loss: 
Classified bv States, 153 
Coefficient of variation, 220 
Comparison, 1976 and 1977, 1 
Definition, 197 
Reported on: 

All returns, 22 
Classified by marital 
status, 16 
Joint returns, 30 
Nontaxable returns, 40 
Returns with itemized deduc- 
tions, 52 
Returns with new jobs or WIN 
eredit, 75 
Returns with tax preferences, 
120 
Filing requirements, V 
Foreign tax credit: 
Classified by size of alterna- 
tive income concepts, 38-39 
Definition, 197 
Reported on returns with income 
tax before credits, 117 
Classified by States, 160 

Forfeited interest penalty: 
Coefficient of variation, 223 
Definition, 198 
Reported on all returns, 25 
Reported on joint returns, 33 

Form 1040A returns: 

Classified by marital status, 42 
Classified by size of adjusted 
gross income, 43-46 

Filed by taxpayers age 65 or 
over, 138 

Form of deduction, 198 

Forms and instructions, 225-277 

Fully taxable pensions and 

annuities (See Pensions and 
Annuities) 


G 


Gains and losses from sales of 
capital assets (See Sales of 
Capital Assets) 

Gasoline taxes (See State and Local 
Gasoline Taxes) ; 

General sales tax: 

Classified by States, 157 
Definition, 198 
Reported on returns with taxes 
paid deduction, 53 
General tax credit: 
Computation of, 74 
Computation of various tax 
concepts, 73 
Definition, 198 
Reported on: 
Form 1040A returns, 44 
Classified by marital 
status, 42 
Filed by taxpayers age 65 
or over, 138 
Returns of taxpayers age 65 
or over, 142 


281 


Returns with credit for the 
elderly, 148-149 
Returns with income tax 
before credits, 116 
Classified bv States, 159 
Geographic coding, 152 


H 


Heads of households, returns of 
(See also Marital Status): 
Classified by tax rates, 91 
Comparison, 1976 and 1977, 2 
Definition, 198 
Exemptions, 68 
Reported on: 
Form 1040A returns, 42 
Returns of taxpayers age 65 
or over, 137 
Returns with earned income 
eredit, 118 
Returns with itemized deduc- 
tions, 52 
Selected items, 13 
Sources of income, 16 
Tax generated by rate, 103-107 
High-income returns: 
Classified by size of alterna- 
tive income concepts, 34-39 
Definition, 4 
Home mortgage interest: 
Classified by States, 158 
Definition, 198 
Reported on returns with 
interest paid deduction, 59 


Income averaging: 
Definition, 198 
Reported on returns with income 
subject to tax, 81-84 
Selected income tax items, 71 
Tax savings, 83 
Income earned abroad: 
Coefficient of variation, 223 
Definition, 198 
Reported on all returns, 25 
Reported on joint returns, 33 
Income subject to tax: 
Classified by tax rates, 88-92 
Classified by marital status, 
93-110 
Classified by type of tax compu- 
tation, 71 
Definition, 199 
Reported on: 
All returns, 81-84 
Returns with net gain from 
sales of capital assets, 86- 
87 
Returns with tax preferences, 
121 
Income tax after credits: 
Classified by: 
Marital status, 16 
Classified by size of 
adjusted gross income, 
10-15 
States, 160 
Tax rates, 88-92 
Type of exemption, 63-67 
Type of tax computation, 71 
Comparison, 1976 and 1977, 1 


282 


Computation of various tax 
concepts, 73 
Cumulated, 7-9 
Definition, 199 
Percent and accumulated percent, 
7-9 
Reported on: 
All returns, 123 
Form 1040A returns, 45 
Classified by marital 
status, 42 
Filed by taxpayers age 65 
or over, 138 
Returns of taxpayers age 65 
or over, 143 
Classified by marital 
status, 137 
Returns with credit for the 
elderly, 149 
Returns with earned income 
eredit, 118 
Returns with income tax 
before credits, 117 
Returns with itemized deduc- 
tions, 52 
Returns with tax preferences, 
121 
Income tax before credits: 
Classified hy: 
Size of alternative income 
concepts, 38-39 
States, 158 
Type of tax computation, 71 
Comparison, 1976 and 1977, 1 
Computation of various tax 
concepts, 73 
Definition, 199 
Reported on: 
All returns, 116 
Classified by States, 159 
Form 1040A returns, 44 
Classified by marital 
status, 42 
Filed by taxpayers age 65 
or over, 138 
Nontaxable returns, 40 
Returns of taxpayers age 65 
or over, 142 
Returns with credit for the 
elderly, 148 
Returns with earned income 
credit, 118 
Returns with general tax 


credit, 74 
Returns with income sub ject 
to tax, 83 


Returns with net gain from 
sales of capital assets, 86- 
87 

Returns with tax preferences, 
121 


Income tax withheld: 
Classified by marital status, 16 
Classified by States, 161 
Definition, 199 
Reported on: 
All returns, 124 
Form 1040A returns, 46 
Returns with itemized deduc- 
tions, 52 
Returns with tax due at time 
of filing, 132-133 
Classified by size of tax 
due, 127 
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Returns with tax overpayment, 
128-130 
Classified by size of 
overpayment, 127 
Individual retirement account (IRA) 
adjustment: 
Coefficient of variation, 222 
Definition, 199 
Reported on: 
All returns, 24 
Joint returns, 33 
Returns with payments to an 
IRA, 6 
Intangible drilling costs (See Tax 
Preferences) 
Interest paid deduction: 
Classified by size of alterna- 
tive income concepts, 34-35 
Classified by States, 157-158 
Definition, 199 
Reported on: 
All returns, 59 
Returns of taxpayers age 65 
or over, 144 
Returns with itemized deduc- 


tions, 51 
Returns with tax preferences, 
120 


Interest received: 

Classified by marital status, 16 
Classified by States, 154 
Coefficient of variation, 215 
Comparison, 1976 and 1977, 1 
Definition, 200 
Reported on: 

All returns, 17 

Form 1040A returns, 43 

Classified by marital 
status, 42 
Filed by taxpayers age 65 
or over, 138 

Joint returns, 26 

Nontaxable returns, 40 

Returns of taxpayers age 65 

or over, 140 
Returns with credit for the 
elderly, 146 
Returns with itemized deduc- 


tions, 52 
Returns with tax preferences, 
120 


Investment credit: 
Classified by States, 159 
Definition, 200 
Reported on returns with income 
tax before credits, 117 
Investment interest: 
Classified by size of alterna- 
tive income concepts, 34-35 
Definition, 200 
Investment interest from Form 4952: 
Computation of, 60-62 
Definition, 200 
Reported on returns with 
interest paid deduction, 59 
Itemized deduction tax preference 
(See Tax Preferences) 
Itemized deductions (See Total 
Itemized Deductions) 


J 


Joint returns of husbands and wives 
(See also Marital Status): 
Classified by States, 165-192 


Classified by tax rates, 89 
Comparison, 1976 and 1977, 2 
Definition, 200 
Exemptions, 68 
Classified by States, 164 
Reported on: 
Form 1040A returns, 42 
Returns of taxpayers age 65 
or over, 137 
Returns with credit for the 
elderly, 138 
Returns with earned income 
credit, 118 
Returns with itemized deduc 
tions, 52 
Returns with presidential 
election campaign fund 
checkoff, 41 
Returns with total income t: 
as percent of adjusted gro: 
income, 114-115 
Selected items, 11 
Sources of income, 16 
Classified by size of 
adjusted gross income, 26-: 
Tax generated by rate, 97-99 


L 


Limitations of the data (See 
Description of the Sample and 
Coefficient of Variation) 

Long-term capital gains and 
losses (See Sales of Capital 
Assets) 

Low-income allowance (See Zero 
Bracket Amount) 


M 


Marginal tax rate (See Tax Rates) 
Marital status (See also specific 
type): 
Comparison, 1976 and 1977, 2 
Definition, 200 
Exemptions, 68 
Income subject to tax, 88-92 
Reported on: 
Form 1040A returns, 42 
Returns of taxpayers age 65 
or over, 137 
Returns with itemized deduc- 
tions, 52 
Returns with presidential 
election campaign fund 
checkoff, 41 
Selected items, 10-15 
Sources of income, 16 
Tax generated by rate, 97-110 
Maximum and alternative tax compu- 
tation (See Maximum Tax on Per- 
sonal Service Income) 
Maximum tax on personal service 
income: 
Computation of, 85 
Definition, 201 
Reported on returns with *ncome 
subject to tax, 81-84 
Tax savings 83 
Type of tax computation, 71 


cal and dental expense deduc- 

mn: 

lassified by size of alterna- 
tive income concepts, 36-37 

lassified by States, 156 

finition, 201 

eported on: 

All returns, 55-57 

Returns of taxpayers age 65 
or over, 144 

Returns with itemized deduc- 
tions, 51 

imum tax (See Additional Tax for 

Preferences) 

cellaneous itemized deductions: 

Classified by size of alterna- 
tive income concepts, 36-37 
Classified by States, 158 
Definition, 201 

Reported on: 

All returns, 58 

Returns of taxpayers age 65 
or over, 144 

Returns with itemized deduc- 


tions, 51 
Returns with tax preferences, 
120 


ing expense deduction: 
Coefficient of variation, 223 
Definition, 201 

Reported on all returns, 25 
Reported on joint returns, 33 


N 


capital gain (See Sales of 
pital Assets) 
eapital gain after carryover 
ee Sales of Capital Assets) 
capital loss (See Sales of 
pital Assets) 
eapital loss after carryover 
ee Sales of Capital Assets) 
operating Joss credit (See 
ditional Tax for Tax 
ferences) 
t operating loss eligible for 
arryover (See Additional Tax 
or Tax Preferences) 
jobs credit: 
Classified by States, 160 
Definition, 202 
Reported on all returns, 75 
Reported on returns with income 
tax before credits, 117 
benefit deduction (See Addi- 
ional Tax for Tax Preferences) 
joint returns (See Marital 
tatus) 
sampling errors (See Description 
f the Sample) 
mtaxable returns: 
Classified by size of alterna- 
tive income concepts, 6 
Comparison, 1969-1977, 5 
Definition, 208 
Sources of income and deduc- 
tions, 40 
ber of returns (See also 
pecific type): 
Classified by: 
Size of alternative income 
concepts, 34-35 
States, 153 
Classified by size of 
adjusted gross income, 
165-192 


Individual Returns/1977 © Index 


Tax rates, 88-92 
Classified by marital 
status, 93-110 
Type of tax computation, 81 
Coefficient of variation, 213 
Comparison, 1976 and 1977, 1 
Classified by marital 
status, 2 
Credits, 116 
Exemptions, 63-67 
Filed by taxpayers age 65 or 
over, 139 
Form 1040A returns, 43 
Classified by marital status, 
42 
Form of deduction, 48 
Itemized deductions, 51 
Sample size, 212 
Sources of income, 17 
Tax liability and taxpay- 
ments, 123 
Total, cumulated, 7-9 


0 


One-half excess long-term capital 
gain (See Sales of Capital Assets) 
One-half insurance premiums: 
Definition, 202 
Reported on returns with 
medical and dental expense 
deduction, 55 
Other deductions (See Miscellaneous 
Itemized Deductions) 
Other dependents (See Dependents’ 
Exemptions) 
Other income or loss: 
Coefficient of variation, 222 
Classified by marital status, 16 
Definition, 202 
Reported on: 
All returns, 24 
Joint returns, 32 
Returns with itemized deduc- 
tions, 52 
Other tax credits: 
Definition, 202 
Reported on returns with income 
tax before credits, 117 


Other taxes (deducted): 
Reported on returns with taxes 
paid deduction, 53 
Other taxpayments: 
Definition, 202 
Reported on all returns, 125 
Other than cash contributions: 
Definition, 202 
Reported on returns with 
contributions deduction, 54 
Overpayment (See also Refund): 
Classified by: 
Marital status, 16 
Size of overpayment, 127 
States, 161 
Type of taxpayment, 128-131 
Definition, 202 
Reported on: 
Al] returns, 126 
Form 1040A returns, 46 
Classified by marital 
status, 42 
Returns with itemized 
deductions, 52 


283 
P 


Partnership income or loss: 
Classified by marital status, 16 
Classified by States, 153 
Coefficient of variation, 220 
Comparison, 1976 and 1977, 1 
Definition, 202 
Reported on: 

All returns, 22 

Joint returns, 31 

Nontaxable returns, 40 

Returns with itemized deduc- 
tions, 52 

Returns with new jobs or WIN 
eredit, 75 

Payment on 1977 declaration of 

estimated tax (See Estimated Tax 

Payments) 

Payment with request for extension 

of filing time: 

Definition, 203 
Reported on all returns, 125 

Penalty taxes on individual retire- 

ment accounts: 
Definition, 203 
Reported on all returns, 124 
Pensions and annuities: 
Classified by marital status, 16 
Classified by States, 155 
Coefficient of variation, 215- 
216 
Definition, 203 
Reported on: 
All returns, 17-18 
Joint returns, 26-27 
Returns of taxpayers age 65 
or over, 140 
Returns with credit for the 
elderly, 146 
Returns with itemized deduc- 
tions, 52 
Percentage standard deduction (See 
Zero Bracket Amount) 
Personal exemption credit (See 
General Tax Credit) 

Personal property taxes: 
Classified by States, 157 
Definition, 209 
Reported on returns with taxes 

paid deduction, 53 
Political contributions (See Con- 
tributions to Candidates Credit 
and Miscellaneous Itemized 
Deductions) 
Presidential election campaign 
fund checkoff: 
Definition, 204 
Reported on all returns, 41 


R 


Real estate taxes: 
Classified by States, 157 
Definition, 209 
Reported on returns with 

taxes paid deduction, 53 


Refund (See also Overpayment): 
Classified by: 
Marital status, 16 
Size of overpayment, 127 
States, 161 
Type of taxpayment, 128-131 
Definition, 204 
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Reported on: 
All returns, 126 
Form 1040A returns, 46 
Classified by marital 
status, 42 
Regular tax computation: 
Definition, 204 
Reported on: 
All returns, 71 
Returns with income subject 
to tax, 82-84 
Returns with net gain from 
sales of capital assets, 86 
Rent net income or loss: 
Classified by marital status, 16 
Classified by States, 154 
Coefficient of variation, 217 
Comparison, 1976 and 1977, 1 
Definition, 204 
Reported on: 
All returns, 19 
Joint returns, 28 
Returns of taxpayers age 65 
or over, 140 
Returns with credit for the 
elderly, 146 
Returns with itemized deduc- 


tions, 52 
Returns with tax preferences, 
120 


Retirement income credit (See 
Credit for the Elderly) 

Royalty net income or loss: 
Classified by marital status, 16 
Classified by States, 154 
Coefficient of variation, 217 
Comparison, 1976 and 1977, 1 
Definition, 204 
Reported on: 

All returns, 19 

Joint returns, 28 

Returns of taxpayers age 65 

or over, 140 

Returns with credit for the 

elderly, 146 

Returns with itemized deduc- 


tions, 52 
Returns with tax preferences, 
120 
S 


Salaries and wages: 
Classified by: 
Marital status, 16 
Number of exemptions, 64-67 
States, 153 
Classified by size of 
adjusted gross income, 
165-192 
Coefficient of variation, 215 
Comparison, 1976 and 1977, 1 
Definition, 204 
Reported on: 
All returns, 17 
Form 1040A returns, 43 
Classified by marital 
status, 42 
Filed by taxpayers age 65 
or over, 138 
Joint returns, 26 
Nontaxable returns, 40 
Returns of taxpayers age 65 
or over, 139 
Returns with credit for the 
elderly, 145 
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Returns with earned income 
credit, 118 
Returns with itemized 
deductions, 52 
Returns with payments to an 
TRA, 6 
Returns with tax preferences, 
120 
Sales of capital assets net gain 
or loss: 
Classified by marital status, 16 
Classified by States, 153 
Coefficient of variation, 218- 
219 
Comparison, 1976 and 1977, 1 
Computation of net capital gain, 
86-87 
Definition, 204 
Reported on: 
All returns, 20-21 
Joint returns, 28-30 
Returns of taxpayers age 65 
or over, 139 
Returns with credit for the 
elderly, 145 
Returns with itemized deduc- 


tions, 52 
Returns with tax preferences, 
120 


Sales of property other than 
capita] assets net gain or loss: 
Classified by marital status, 16 
Classified by States, 154 
Coefficient of variation, 219 
Definition, 205 
Reported on: 
All returns, 21 
Joint returns, 30 
Nontaxable returns, 40 
Returns of taxpayers age 65 
or over, 139 
Returns with credit for the 
elderly, 145 
Returns with itemized deduc- 
tions, 52 
Sales taxes (See General Sales 
Taxes) 

Sampling criteria (See Description 

of the Sample) 

Sampling variability (See Coeffi- 

cient of Variation) 

Self-employed retirement deduction: 
Coefficient of variation, 222 
Definition, 205 
Reported on al] returns, 24 
Reported on joint returns, 33 

Self-employment income (See Earned 

Income Credit) 
Self-employment tax: 
Comparison, 1976 and 1977, 1 
Definition, 206 
Reported on aJl returns, 124 
Separate returns of husbands and 
wives (See also Marital Status): 
Classified by tax rates, 90 
Comparison, 1976 and 1977, 2 
Definition, 206 
Exemptions, 68 
Reported on: 
Form 1040A returns, 42 
Returns of taxpayers age 65 
or over, 137 
Returns with itemized deduc- 
tions, 52 
Selected items, 12 
Sources of income, 16 
Tax generated by rate, 100-102 


Sick pay exclusion (See Disabili ft 
Income Exclusion) 

Single persons, returns of: 
Classified by tax rates, 92 
Comparison, 1976 and 1977, 2 
Definition, 206 
Exemptions, 68 
Reported on: 

Form 1040A returns, 42 
Returns of taxpayers age 6! 
or over, 137 
Returns with itemized deduc 
tions, 52 
Selected items, 15 
Sources of income, 16 
Tax generated by rate, 108-11 
Small Business Corporation profit 
or loss: 
Classified by marital status, 
Classified by States, 155 
Coefficient of variation, 221 
Comparison, 1976 and 1977, 1 
Definition, 206 
Reported on: 
All returns, 23 
Joint returns, 32 
Nontaxable returns, 40 
Returns with itemized 
deductions, 52 
Social security taxes on tip 
income: 
Definition, 206 
Reported on all returns, 124 

Sources of income (See specific 

type) 

Sources of the data (See Descrip- 

tion of the Sample) 

Standard deduction (See Zero 

Bracket Amount) 

State and local gasoline taxes: 
Classified by States, 157 
Definition, 209 
Reported on returns with 

taxes paid deduction, 53 

State and local income taxes: 
Classified by States, 157 
Definition, 209 
Reported on returns with taxes 

paid deduction, 53 


State data: 
As classifier, 206 
Classified by size of adjusted 
gross income, 165-192 
Coefficient of variation, 224 
Exemptions, 162-164 
Itemized deductions, 156-158 
Sources of income, 1£3-155 
Tax credits and taxpayments, 
159-161 
State income tax refunds: 
Classified by marital status, 1 
Classified by States, 155 
Coefficient of variation, 215 
Definition, 206 
Reported on: 
All returns, 17 
Joint returns, 26 
Returns with itemized deduc- 
tions, 52 
Statutory adjustments (See also 
specific type): 
Classified by marital status, 1 
Coefficient of variation, 222- 
223 
Comparison, 1976 and 1977, 1 
Definition, 207 


ported on: 

All returns, 24-25 

Joint returns, 32-33 

Nontaxable returns, 40 
Returns of taxpayers age 65 
or over, 141 

Returns with credit for the 
elderly, 147 

Returns with itemized deduc- 
tions, 52 

options (See Tax Preferences) 

ving spouse, returns of (See 

Marital Status): 

Nassified by tax rates, 89 

mparison, 1976 and 1977, 2 

finition, 207 

emptions, 68 

ported on returns of taxpayers 

e 65 or over, 137 

ported on returns with 

itemized deductions, 52 

lected items, 14 

urces of income, 16 

x generated by rate, 97-99 


computation (See specific type) 
eredits (See also specific 
fe): 
‘hild care credit, 119 
‘lassified by size of alterna- 
tive income concepts, 38-39 
Mlassified by States, 159-160 
tomparison, 1976 and 1977, 1 
Fomputation of various tax 
concepts, 73 
efinition, 207 
eneral tax credit, 74 
arned income credit, 118 
lew jobs or WIN credit, 75 
eported on: 
Form 1040A returns, 44-45 
Classified by marital 
status, 42 
Filed by taxpayers age 65 
or over, 138 
Nontaxable returns, 40 
Returns of taxpayers age 65 
or over, 142 
Returns with credit for the 
elderly, 148-149 
Returns with income subject 
to tax, 84 


due at time of filing: 

lassified by: 

Marital status, 16 

Size of tax due, 127 

States, 161 

finition, 207 

eported on: 

All returns, 132-134 

Form 1040A returns, 46 
Classified by marital 


status, 42 
Returns with itemized deduc- 
tions, 52 


Returns with tax liability, 
126 
from recomputing prior-year 
estment credit: 
efinition, 207 
eported on all returns, 123 
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Tax generated: 
Classified by tax rates, 88-92 
Classified by type of tax 
computation, 71 
Computation of various tax 
concepts, 73 
Definition, 207 
Reported on returns with 
income subject to tax, 83 
Tax law changes, VI 
Tax liability (See Total Income 
Tax or Total Tax Liability) 
Tax on partially tax-exempt 
income: 
Definition, 207 
Reported on returns with 
income subject to tax, 81-84 
Tax savings, 83 
Type of tax computation, 71 
Tax overpayment (See Overpay- 
ment ) 
Tax paid with return: 
Classified by size of adjusted 
gross income, 126 
Definition, 207 
Reported on: 
Form 1040A returns, 46 
Classified by marital 
status, 42 
Returns with tax due at time 
of filing, 132-134 
Tax preferences: 
Definition, 207 
Reported on: 
All returns, 120-122 
Returns of taxpayers age 65 
or over, 137 
Returns with net gain from 
sales of capital assets, 87 
Tax preferences excluded from 
adjusted gross income: 
Classified by size of alterna- 
tive income concepts, 34-35 
Definition, 208 
Tax rates: 
Classified by marital status, 
88-92 
Definition, 208 
Marginal tax rates, 88-92 
Reported on returns with income 
subject to tax, 93-96 
Classified by marital status, 
97-110 
Tax rate schedules, 248 
Tax savings (See specific type of 
tax computation) 
Tax table income: 
Computation of taxable income, 
72 
Definition, 208 
Tax tables, 242-247 
Taxable income: 
Classified by: 
Marital status, 16 
Classified by size of 
adjusted gross income, 
10-15 
Size of alternative income 
concepts, 38-39 
States, 158 
Tax rates, 93-110 
Comparison, 1976 and 1977, 1 
Computation of, 72 
Cumulated, amount, percent, 7-9 
Definition, 209 
Reported on: 
Form 1040A returns, 44 
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Classified by marital 
status, 42 
Filed by taxpayers age 65 
or over, 138 
Nontaxable returns, 40 
Returns of taxpayers age 65 
or over, 141 
Classified by marital 
status, 137 
Returns with credit for the 
elderly, 148 
Returns with general tax 
credit, 74 
Returns with income sub ject 
to tax, 81 
Returns with itemized deduc- 
tions, 52 
Taxable returns: 
Classified by size of alterna- 
tive income concepts, 34-39 
Comparison, 1976 and 1977, 1 
Cumulated, number, percent, 7-9 
Definition, 208 
Taxes from special computations: 
Computation of various tax 
concepts, 73 
Definition, 209 
Type of tax computation, 71 


Taxes paid deduction: 
Classified by size of alterna- 
tive income concepts, 36-37 
Classified by States, 157 
Definition, 209 
Reported on: 
All returns, 53 
Returns of taxpayers age 65 
or over, 144 
Returns with itemized deduc- 


tions, 51 
Returns with tax preferences, 
120 


Taxpayer exemptions: 
Comparison, 1976 and 1977, 49 
Definition, 50 
Reported on: 
All returns, 63 
Classified by marital 
status, 68 
Classified by States, 162 
Form 1040A returns, 44 
Returns with general tax 
eredit, 74 


Taxpayments (See also specific 
type) 
Classified by: 
Marital status, 16 
Size of tax due at time of 
filing, 127 
Size of tax overpayment, 127 
States, 161 
Definition, 209 
Reported on: 
All returns, 124-125 
Form 1040A returns, 46 
Classified by marital 


status, 42 
Returns with itemized deduc- 
tions, 52 


Returns with tax due at time 
of filing, 132-134 
Returns with tax overpayment, 
128-131 
Total deductions (See Total Item- 
ized Deductions and Zero Bracket 
Amount ) 
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Total income tax: 
As percent of adjusted gross 
income, 114-115 
Average, 7-9 
Classified by: 
Marital status, 16 
Classified by size of 
adjusted gross income, 
10-15 
Number of exemptions, 63-67 
Size of alternative income 
concepts, 38-39 
Size of total income tax, 
111-113 
States, 155 
Classified by size of 
adjusted gross income, 
165-192 
Comparison, 1976 and 1977, 1 
Computation of various tax 
concepts, 73 
Cumulated, amount, percent, 7-9 
Definition, 209 
Reported on: 
All returns, 123 
Returns of taxpayers age 65 
or over, 143 4 
Classified by marital 
status, 137 
Returns with credit for the 
elderly, 149 
Returns with income subject 
to tax, 84 
Returns with itemized deduc- 
tions, 52 
Returns with new jobs or WIN 
eredit, 75 
Total itemized deductions (See aso 
specific type): 
Classified by: 
Marital status, 16 
Classified by size of 
adjusted gross income, 
10-15 
Size of alternative income 
concepts, 34-37 
States, 156-158 
Type of itemized deduction, 
53=59 
Reported on returns of 
taxpayers age 65 or over, 
144 
Comparison, 1976 and 1977, 48 
Computation of taxable income, 
72 
Definition, 209 
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Reported on: 
All returns, 51 
Classified by marital 
status, 52 
Nontaxable returns, 40 
Returns of taxpayers age 65 
or over, 141 
Classified by marital 
status, 137 
Returns with credit for the 
elderly, 147-148 
Returns with income subject 


tomtaxenot 
Returns with tax preferences, 
120 


Total tax liability: 
Classified by: 
Marital status, 16 
Size of tax due at time of 
filing, 127 
Size of tax overpayment, 127 
States, 155 
Reported on returns with 
income tax before 
credits, 160 
Comparison, 1976 and 1977, 1 
Computation ‘of various tax 
concepts, 73 
Definition, 209 
Reported on: 
All returns, 123 
Form 1040A returns, 45 
Filed by taxpayers age 65 
or over, 138 
Returns of taxpayers age 65 
or over, 143 
Returns with credit for the 
elderly, 149 
Returns with itemized deduc- 
tions, 52 
Returns with tax due at time 
of filing, 132 
Returns with tax overpayment, 
128 


Union dues: 
Classified by States, 158 
Definition, 209 
Reported on returns with miscel- 
laneous itemized deductions, 58 


Unused credits (See Additional Ta 

for Tax Preferences) 

Unused zero bracket amount: 
Classified by States, 156 
Computation of taxable income,7 
Definition, 209 
Reported on returns with income 

subject to tax, 81 


W 


Work incentive (WIN) credit: 
Classified by States, 160 
Definition, 209 
Reported on all returns, 75 
Reported on returns with 

income tax before credits, 117 


Z 


Zero bracket amount: 
Classified by size of alterna- 
tive income concepts, 36-37 
Classified by States, 156 
Comparison, 1976 and 1977, 48 
Computation of taxable income, 72 
Definition, 210 
Reported on: 
Form 1040A returns, 43 
Classified by marital 
status, 42 
Filed by taxpayers age 65 
or over, 138 
Returns of taxpayers age 65 
or over, 141 
Classified by marital 
status, 137 
Returns with credit for the 
elderly, 147 
Returns with income subject 
to" tax.) 62 
Returns with maximum tax, 85 
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